

















The Outlook 


Signs of Business Progress — Foreign Credits — Should Banks 
Control Business?—Delay on the Tariff—The Market Prospect 


HE fact that the business and financial com- 
munity is inclined to disregard the railroad 
strike situation in the belief that it will wear itself 
out within a reasonable time, even at the worst, has 
been reflected in the substantial ability of the finan- 
cial markets to maintain themselves. Prices have in 
fact been unexpectedly good. This must be regarded 
as the outcome of the distinct business improvement. 
One of the most encouraging features of the situa- 
tion has been the ability of the railroads to main- 
tain their traffic, as indicated in carloadings, while 
their earnings have also been unexpectedly good. 
Another decidedly favorable element in the present 
outlook has been the resumption of dividends by 
some concerns and the improvement of earnings sur- 
pluses by others to a point at which the payment of 
dividends is obviously within easy reach. Failures 
have notably fallen off within the past few months, 
and there seems no reason to doubt that with mod- 
erately encouraging political conditions there will be 
a steady advance in prosperity. 
of ok * 


NE matter which is being 
very seriously taken under 
advisement by the financial com- 
munity is the policy that should 
be pursued with respect to foreign credits. Since the 
situation in Germany became acute, there has been 
a falling off in the amount of business with that coun- 
try, and this has tended psychologically to affect the 
extension of credit to other ccuntries. We have 
continued ever since the opening of the year, to absorb 
a very large volume of fcreign securities, but after 
all these are only a fraction of the issues which would 
have been placed here, had conditions favored, while, 
on the other hand, the extension of commercial cred.ts 
has been almost out of the question, certainly upon 
any large scale that would ccrrespond to real foreign 
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FOREIGN 
CREDITS 


needs. It is difficult to see how any final solution 
of this matter can be reached until foreign political 
conditions are more settled. 


a ok 


BANKS IN 
CONTROL OF 
BUSINESS 


N interesting illustration of 

the way in which bankers 
sometimes get into control of 
business against their will has 
been afforded by the recent sale at auction of a large 
block of the stock of a well-known motor company. 
This stock had been hypothecated by its owner to 
secure loans which he had obtained from the banks. 
A sale of the stock in the ordinary way would have 
resulted in breaking prices very seriously. Hence, 
for this as well as for other reasons of a legal nature, 
the sale of the stock and its purchase, apparently 
by the banks themselves either for their own account 
or for that of some customer , 

It now becomes necessary to find some way of 
unloading the stock, or in other words of getting it 
out of bank portfolios and into the hands of buyers 
who are interested in operating the concern. Thus 
it is essential to have the banks find a man who wants 
to go into this particular kind of motor manufacture, 
and in order to do so they may have to “set him up 
in business.” Obviously this is not a good kind of 
banking operation. Recent developments indicate 
that the object has been accomplished and the stock 
distributed, perhaps without loss. That does not 
alter the fact that it is not desirable to have banking 
institutions in a position where they must beccme 
practically the owners of a commercial enterprise. 
This principle holds true of ordinary business loans, 
though unfortunately there are from time to time 
occasions when commercial disaster compels it to be 
disregarded. There is no good defense of such a 
condition when it developed as a result of purely 
speculative transactions. 
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FTER various delays and 

proposals to postpone tariff 
action, in the hope of getting an 
agreement for a date unanimously 
accepted as the time for voting, the actual future of 
the pending tariff bill still remains uncertain. Prob- 
ably, however, it will come to a vote in the Senate 
within a month or less. Should it be passed in the 
Senate, as it doubtless will, this, however, is far from 
entirely disposing of the question. It is already clear 
that very strong pressure will be brought to bear 
upon the President to induce him not to assent to the 
immediate adoption of the measure. Unquestionably, 
he could bring about the postponement of it until 
after election, should he choose to do so by encour- 
aging an adjournment during the time that the con- 
ferees are working on the measure. 

The truth is that the tariff has already proven itself 
extraordinarily unpopular, and that members of the 
Senate are recognizing this fact. The outside party 
leaders already know it, and are desirous of seeing 
the whole business deferred to a future date. On 
the other hand, the executive has not been able fully 
to gauge the tariff sentiment of the country until 
recently, but evidences of the distaste which the 
new schedules have evoked have been so obvious as 
not to permit their being overlooked. There is, there- 
fore, some reason to believe that the whole matter 
may be shelved, although the old-line leaders in both 
Houses of Congress still protest that nothing of the 
kind is likely to occur. Industrially and financially 
speaking, it would be a good thing to postpone tariff 
action until such time as a great many more facts 
were available to show what duties are actually re- 
quired in view of the changing conditions of Euro- 
pean trade and industry. 

* kk & 


THE BRITISH HE British Government, in 
DEBT NOTE sending to the Allies a note 

composed by Mr. Balfour in which 

it proposes a plan for debt cancel- 
lation and for the revision of reparations, has taken 
a forward step which undoubtedly marks an era in 
the discussion of international economic relations. 
Thus far, in practically all of the conferences that 
have occurred, including those at Genoa and the 
Hague, there has been a tendency to avoid the dis- 
cussion of debt relationships or even to rule them out 
of the programme absolutely. That being the case, 
expert observers have thought that there was but 
little prospect of a genuine settlement of disputed 
issues, because of the fact that these so obviously 
depended upon the adjustment of debt relationships 
for their equitable settlement. 

The mere fact that the subject is admitted to dis- 
cussion, and that it is indeed being considered at the 
Allied conferences now going on in London, is a 
hopeful factor. More important even is the circum- 
stance that the plan suggested by the note was itself 
inclusive and generous, recognizing the truth that it 
is more important to bring about a better state of 
international trade and finance than to secure a tech- 
nical repayment of funds upon conditions which per- 
haps might result in damaging the ability of Germany 
to pay, even further than has up to date been the 
case. It is a regrettable fact that this official sug- 
gestion for a thorough discussion of the situation 
has not been favorably received, either in the British 
or American press, or on the part of American public 


officials. 
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TARIFF 
DELAYS 


THE GERMAN EANTIME the German sit- 
CRISIS uation has shown unmistak- 

able symptoms of crisis. The de- 

cline of the mark to little more 
than 11/100 of one cent indicates the exchange sit- 
uation in a general way, but actual internal conditions 
in Germany are even more threatening than is thus 
suggested. Wages and prices have undergone a 
terrific rise within the past two weeks, and all eco- 
nomic arrangements have been correspondingly de- 
ranged, with a like amount of disturbance to the 
community as a whole, and eventually to the foreign 
trade of Germany. The danger that conditions like 
those in Austria, and perhaps in Russia, will develop, 
destroying the German economic system is obviously 
real; and, should such danger become acute, there is 
ground for fearing that it might spread to the social 
and political structure of the country as well. 


* * &* 


CCORDING to the latest 

figures of the Department 
of Agriculture, there is now to 
be expected a crop yield for the 
current year whose worth is estimated at $7,134,854,- 
000, an indicated increase over 1921 of about $1,200,- 
000,000. In some branches the yield seems to be 
certain to be record-breaking. This situation is 
fundamentally important from the standpoint of the 
consumer. How far it will enable the farmer to 
command manufactured goods depends in no small 
measure upon the general movement of prices. At 
present, export conditions are not satisfactory and the 
foreign situation does not promise an exceptionally 
good demand for farm products during the current 
year. The disturbed exchange conditions and the 


OUR 
AGRICULTURAL 
WEALTH 


uncertainty that marks all European enterprises are 


together responsible for much of this doubt. It is 
to be feared also that the pending tariff legislation 
may raise prices of goods while cutting off the farm- 
ers’ foreign market. All this is still to be ascertained. 

Meanwhile, the real wealth of the country has been 
actually increased and the question whether it will 
accrue to its actual producers is a matter of national 
policy. It is to be hoped that in the event of a loss 
of foreign markets there will be no further outbreak 
of the insincere agitation which seeks to attribute 
the situation to financial manipulation. Nothing is 
more important to the financial community than to 
have our products regularly exported in large quan- 
tity and as regularly paid for. 


HE underlying strength of 
the market and its strong re- 
sistance to pressure, furnish 
proof of the fact that investors 
are disregarding the present apparently serious, al- 
though of necessity, temporary, influences of the coal 
and railroad strikes. They are steadily absorbing 
sound securities of every class. It is surprising what 
a large number of these are still selling at prices 
which assure liberal yields for a long time to come 
and there is no reason to anticipate any cessation 
in this demand. Although interrupted during June 
and July, this buying power is now reasserting itself 
and will doubtless continue to increase as the vast 
wealth of the nation is taken from the ground in 
the form of this year’s enormous crops. 
Monday, August 14, 1922. 
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organized industry has its leaders 
—its conspicuous figures, who com- 
bine in the fullest sense the attributes 

f their particular class 

These leaders are not selected by popu 
lar vote. They are not 
elected at all. They 
reach the highest ranks 
through their own indi- 
vidual efforts, battling 
their way against what- 
ever odds appear, re 
loubling their efforts 
when the inevitable set- 
vacks occur. 

Some of these leaders 
get there, as the saying 
goes, more quickly than 
others; some rise by 
more brilliant tactics. 
But, irrespective of how 
long it takes any of 
them to arrive, they no 
sooner definitely do ar- 
rive than their fame 
spreads almost like 
flashes of light into 
every nook and cranny 
of the reading world 
\n enterprising press, 
incessantly on the look- 
out for new idols to set 
before the public, does 
the trick. 

National Figures 

Thus all of us have 
known Gary, Schwab, 
Farrell and Corey since 
they first became leaders 
in the steel trade; all of 
us have known Samuel 
Rea, Alfred Smith, 
Howard Elliott and 
Judge Lovett since they 
first became factors in 
railroading; in banking, 
J. P. Morgan, Otto 
Kahn, Charles F. Sabin 
and Frank A. Vander- 
lip—their names have 


E VERY class in organized society or 


been bywords for years. 
The list could be spun out indefinitely. 

The press, which has made the achieve- 
ments of these leaders common property 
has, in nearly every case, done the same 
thing with their methods, their principles 
and beliefs. To feed the public’s in- 
satiable interest in these men’s innermost 
views their opinions have been demanded 
on nearly every controversial question 
under the sun—and im some cases ob- 
tained. Scarcely one of them has kept 
himself to himself, even among the very 
few who so desired. 

There are exceptions to every rule, 
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Methods That Produce Profits in 
The Stock Market 


An Exclusive Interview With 


JESSE L. LIVERMORE 


however; and there is a glaring excep- 
tion to this one. For the man who 
towers head and shoulders above all 
others in one particular field—the man 
who is almost the sole leader of that 
field—has successfully evaded publicity in 





Jesse L. Livermore 


the past, and has kept himself very 
definitely to himself. This man’s reticence 
has been all the more impressive because 
of the nature of the field he dominates, 
one which interests a far greater section 
of the public than any other, and one in 
which far greater numbers actively par- 
ticipate. He is the one man in the one 
field that most people would rather hear 
talk than anybody else. 

The field referred to is that of active 
speculation in securities. The dominant 


leader of the field, as everybody knows, 
is Jesse L. Livermore. 









Livermore started trading in securities 
when he was fourteen years old. He made 
his first thousand when a mere boy 
He has practised every device known to 
the active speculator, studied every specu- 
lative theory, and dealt in about every ac- 
tive security listed on the 
New York Stock Ex- 


change 
An Engrossing Figure 


He has piled wp gigan 
tic fortunes from his 
commitments, lost them, 
digested the lessons 
learned, started all over 
again—and piled up new 
iortunes. 

He has changed his 
market position in the 
twinkling of an eye 
sold out thousands of 
shares of long stock, and 
gone short of thousands 
of shares more on a de 
which 
reading only the one 
word, “but,” in a lengthy 
ticker statement 


cision required 


If his later experi 
ences were not enough 
to catch the public fancy, 
Livermore would ha v « 
won it by his greatest 
teat of all: beating the 
bucket shops 

Beating the cheaters, 
in fact, was Livermore's 
pet plan after things had 
gone against him and he 
was forced to start anew 
on a small-lot basis. 

Until of late, Liver- 
more has maintained ab 
solute silence when 
questioned about his past 
operations Perhaps it 
was because he did_not 
want to lead the casual, 
poorly prepared investor 
into the arena where 
only master students 

survived 

It is not his custom to brag about 
himself, but no doubt he felt that the 
methods worked out at the cost of a life- 
time of battering, courage-straining effort 
were not lightly to be tossed into the 
amateur’'s lap. 

Mr. Livermore's willingness to be 
quoted in THe MAaGAzINE or WALI 
Street has been in part influenced by the 
work the Magazine has done in the past 
in shedding light on Wall Street's ways, 
Wall street’s men, their theories and 
methods—in real educational work which 
has led to more intelligent operating 
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methods being employed by the public. 
On the eve of departure for a European 
vacation he stated that in his opinion the 
long trend of the market is still strongly 
upward, although until the coal and rail- 
road strike situations and their after- 
effects are clearly foreshadowed there 
. may be merely a trading market with 
special moves in individual stocks in one 
direction or the other. But the main 
trend should continue in an upward di- 
rection for several months and perhaps 
well into next year. 


Getting Back to Normal 


“We are gradually getting back to a 
normal period,” said he, “and it 


now see that the best opportunities 
for investment are in the best invest- 
ments. With a 3% and 4% meney mar- 
ket there is no reason why high grade 
common stocks which are earning two 
or three times their dividend rate and 
which were able to continue to make 
money and pay substantial dividends dur- 
ing the 1920-21 depression should sell on 
any such basis as many of them are sell- 
ing. We find some stocks now faying 
10% and 12% selling under 150, whereas 
in former years many issues, like Dela- 
ware & Hudson, Chicago & North West- 
ern, Great Northern preferred and 
others, paying 7% to 9%, sold at $160 to 


greatest mistakes inexperienced investors 
make is in buying cheap securities just 
because they are selling at a low price 
As a matter of fact, price is not always 
an indication of cheapness, because non- 
dividend paying stocks have a certain 
speculative value that usually causes 
them to sell at more than they are worth 
on the basis of ‘either their earnings or 
possible initial dividends. While it may 
happen that in many instances stocks ad- 
vance from $30 to $40 a share to well 
above par, a very much greater propor- 
tion of these low-priced stocks have sunk 
into oblivion by going into receivership, 
or else they have struggled along striv- 

ing to make both ends meet for 





is very important that invest- 


years and years, with only the 





ors rid themselves of their war- 
time psychology. Stocks that 
moved from fifty to hundreds 
of points during the war under 
the stimulus of tremendous 
earnings and large dividends 
should not be expected to enjoy 
such wide swings during the 
next few years. People should 
forget that stocks like Bethle- 
hem Steel and General Motors 
sold at hundreds of dollars per 
share, for when they consider 
the causes that led to such high 
prices they will see that those 
days have gone, perhaps forever. 

“The most intelligent way to 
get one’s mind attuned to the 
market conditions which may be 
expected from now on is to 
think back to the character of 
the market which prevailed be- 
fore the war. At that time not 
all groups of securities were 
moving in the same direction. 
They rose and fell according to 
the state of the industries which 
they represented—some up and 
some down at the same time. 
The fact that under war-time in- 
fluences practically all stocks 
moved in one direction under 
the one dominating impulse does 
not mean that they are going 
to do so now; hence, anyone 





SALIENT POINTS BROUGHT OUT BY JESSE 
L. LIVERMORE IN HIS REMARKS ON 


STOCK MARKET METHODS 


Forget about war-times and remember that we are ane to tn 
entering a period of normal conditions. 


_ A knowledge of the history of the stock market 
in the period previous to the war will prove invaluable 
to investors. oni 


Conditions alter the character of securities. 


vestment success depends on an intimate knowledge 
of all conditions affecting securities. 


Do not invest in securities representing weak in- for 
dustries or industries on the verge of a downward 
movement. — 


Stick to the ‘strong industries and pick out the 
strongest securities in those industries. 
favor industries that are in an improving position. 


Do not tie up your funds but keep them so that 
you may be able to take advantage of opportunities 
as they come along. 


It is just as important to know which kind of se- 
curity to avoid as it is which to buy. Be discriminating 
to the utmost. pale 


Knowledge and patience are the key-note of suc- 
cess in investing. 


Especially 


faintest prospects of ever paying 
a return to their stockholders. 
“In selecting securities it is 
only necessary for an inve:tor 
to determine which industries 
strongest position, 
which are less streng and which 
are comparatively weak, very 
weak, etc. For example: the 
railroad equipment companies 
are now in a very strong posi- 
tion. For many years the rail- 
roads have been obliged to 
economize. There was a poor 
market for railroad sccurities- 
hence difficulty in raising capital 
expanding the supply of 
stock. Now that is 
We have easy money, 
and the railroads are coming 
back into favor—coming back 
rapidly. They are floating great 
quantities of equipment trusts, 
which means that they are 
spending this money for locomo- 
tives and cars. The equipments 
cannot escape prosperity. 
“Leading railroads are in a 
strong position. Take stocks 
like New York Central and 
others that are now rolling up 
big earnings: No one should 
expect them to stay at these 
levels. 
“Public utility securities are 


In- 


rolling 
changed. 














getting back to where they be- 





who wishes to be successful 
must make a deep study of the 
industries in order to be able to distin- 
guish the good from the bad, get long 
of those which are in a promising posi- 
tion and get out of those which are not. 

“During the war, while industrial se- 
curities advanced to unheard-of levels, 
the public utilities and standard rails 
which were, prior to that time, the cream 
of the investment list, declined to figures 
that had not been seen in a generation. 

“Now, common sense should prove to 
investors that such conditions cannot con- 
tinue and that sooner or later the rail- 
roads and the public utilities will come 
back into their own, and many industrials 
selling ex war stimulus will not be able 
to show such great earnings or sell at 
their former high prices. 


Solid Investments 


“Having set aside war markets and 
methods of reasoning, the public should 
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$200 a share. It was not unusual to see 
such securities selling on a 5% basis. 
Some of these stocks can now be bought 
at prices which will yield 7% to 8%; 
but when the market adjusts itself to the 
investment return which should prevail 
under these money conditions, there 
should be a very marked increase in the 
prices of these solid investment stocks. 

“I regard it of great importance to call 
the attention of the reaters of THe Mac- 
AZINE OF WALL Srreet to this fact, be- 
cause it has been shown time and again 
that in Wall Street people very often 
fail to see the thing that is right under 
their nose. We now have millicns of 
people interested in the security markets, 
where there were only thousands in for- 
mer years; and I cannot emphasize too 
strongly the importance of the utmost 
discrimination in the purchase of se- 
curities at the present time. .One of the 


THE 


long, because their operating 
costs have come down and there is once 
more a fair margin of profit. Mean- 
while their communities have grown and 
the demand for power, heat, light and 
transportation has increased, so that 
earnings are. again beginning to pile up 
to totals exceeding those recorded before 
the war. 

“I consider the copper stocks in a 
promising position. The surplus produc- 
tion has been practically absorbed and the 
mines are beginning to get into operation 
again. This takes several months, but 
we are approaching an age of electrical 
construction on an enormous scale, and 
as there is no efficient substitute for cop- 
per in this field, a great demand for the 
red metal is certain to ensue, with cor- 
responding advances in earning power, 
dividends and market prices of the best 
copper shares. 

“The tire industry is in a weak posi- 


MAGAZINE OF WALL STREET 





tion. The production of tires is enor- 

mous, but we are in a period of more 

highly competitive conditions. One com- 

pany makes a good tire by a more eco- 

nomical process, and the other companies 

have to cut prices to meet this competi- 
m. Hence, we have a period of doubt- 
| earnings in this industry. 


Avoid the Weak Industries 


Many investors do not discriminate be- 
tween strong and weak industries and in 
failing to recognize these essential dif- 
ferences they place themselves in a posi- 
tion to lose many excellent investment 
pportunities. As Mr. Livermore says: 

“I find it best to avoid the weak indus- 
tries entirely. I should particularly avoid 
the lower-priced stocks that have not a 
firm financial foundation, because when a 
leclining movement does set in securities 

presenting these weak industries are 
the first to go and they recover only 

ith the greatest difficulty. Thus, we 
should avoid getting hung up with these 
heap stocks, such as the low-priced tires 
ind cheap American oil stocks. I would 
also avoid companies that are poorly 
nanced, for without ample working capi- 
al such concerns will have a hard row to 
hoe under severe competition. 

“Just as I would avoid the weak in- 
lustries and the weak stocks, so I would 
avor the strongest industries and the 
trongest stocks, such as equipments, lead- 
ng rails, best public utilities and copper 
issues of the highest grade. I would 
choose these industries because they face 
1 most promising future so far as can 
’ seen under present conditions. We 
must be able and willing to revise our 
forecasts in the light of developments 
that come to hand from day to day, but 
just now I cannot see anything that will 
interfere with the rising tendency of 
earnings, dividends and prices in these 
sroups. 

“In making selections of securities, in- 
estors should remember that the demand 
loes not break out in all commodities at 
he same time. Everything has its sea- 
son, and it is very important that this 
should be taken into consideration. For 
example, as everyone knows, the best 
season for the motor and tire stocks is in 
the spring and summer. The stock mar- 
ket generally discounts this activity a 
little in advance. It would be illogical 
to expect these stocks to continue to ad- 
vance after their best season is over. 

“Conditions that affect one group of 
stocks favorably might be precisely 
the ones to affect others unfavor- 
ibly. We have seldom had better 
conditions for railroad equip- 
ment stocks. These are rap- 
idly getting into the in- 
vestment class. Issues 

like American Sugar 
Refining and Sears, 
Roebuck & Com- 
pany were for- 
merly considered 
prime investments. 
Now they are in a 
speculative posi- 
tion, while the 
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In the September 16th issue 
there will appear the first of 
a series of analyses of the methods 
recommended and discussed by 
Mr. Livermore in this interview. 
This series will be written by the 
editor of THE MAGAZINE OF 
Wat Street, Richard D. 
Wyckoff, who is recognized as 
probably the foremost authority 
on investments and investment 
methods. 


Mr. Wyckoff, who recently dis- 
closed to the public his own meth- 
ods—in his book “How I Trade 
and Invest in Stocks and Bonds” 
—is peculiarly qualified to dissect 
and discuss Mr. Livermore's views. 
Mr. Livermore has been con- 
sidered for years a “plunger,” a 
spectacular trader, a stormy petrel 
on the sea of finance, while Mr. 
Wyckoff has been the foremost 
advocate of the application of 
scientific methods, of intensive 
study, of cold, calculating anal- 
ysis in both investment and trading. 


The interview with Mr. Liver- 


more now discloses him as more 
nearly in accord with Mr. Wyc- 
koff’s views than has been believed 
by the public, and Mr. Wyckoff's 
articles will therefore be of even 
greater value and importance. 




















equipments, which were formerly in 
that class, are gradually forging ahead 
to an investment position. In my opinion 
the equipment stocks in years to come 
will have an investment rating compar- 
able to the former rating of American 
Sugar Refining and Sears Roebuck. 

“Thus it will be seen that there are 
fashions as well as seasons in investments. 
Conditions change, and one has not only 
to keep pace with the changes, but to 
look forward and see what changes are 
likely to occur six months to a year hence. 
Unless an investor does this he will soon 
find himself in the painful position of 
being hung up with a lot of stocks that 
have gone over the top and turned down- 
ward. He will find his funds tied up so 
so that he can’t use them. 


“Investors should insure themselves 
against such a situation by not plunging 
in the cheap stocks, but by keeping the 
principal portion of their funds liquid 
so that when a good investment issuc 
comes along they will be in a position to 
take advantage of it. Perhaps nothing 
has so interfered with the proverbially 
poor success of the public in the invest- 
ment market as this fact—that it 
not keep its investment and speculative 
funds in proper circulation. The public 
is usually in a loaded-up or tied-up con- 
dition. Tell the public that stocks like 
Great Northern may advance a_ few 
points a month and do you find them in- 
terested? No, they want something that 
moves more quickly. Yet in a_ few 
months we will probably wake up to see 
Northern § selling twenty points 
higher (at the time he said this it was 
83), and the cheap stocks which they 
bought selling at less than the prices paid 
for them, 

“Tell your readers that there is no 
magic about success in the stock market. 
That the only way I know for anyone 
to succeed in his investments is for him 
to investigate before he invests; to look 
before he leaps; to stick to the funda- 
mentals and disregard everything else. 

“No man can succeed in the market 
unless he acquires a fundamental knowl- 
edge of economics and thoroughly fa- 
miliarizes himself with conditions of 
every sort—the financial position of a 
company, its past history, production, as 
well as the state of the industry in which 
it is engaged, and the gencral economic 
situation. 


does 


Creat 


Essentials to Success 


“Essentials to stock market success are 
knowledge and patience. So few people 
succeed in the market because they have 
no patience. They want to get rich 
quickly. They are not willing to buy 
when a thing goes down, and wait. They 
buy mostly when a thing is going up, 
and near the top. 

“In the long run, patience counts 
than any other element except 
The two really go hand in 
who want to succeed 
through their investments should learn 
that simple truth. Also this, investigate 
before you buy and then you are sure 
that your position is a sound one. Don't 
let yourself become discouraged by the 
fact that your securities are moving 
slowly. time appre- 


more 
knowledge. 
hand. Those 


Good securities in 
ciate sufficiently to make it well 
worth while to have patience, 
especially in a bull market 
like the present one. 

“Think in terms of the 
industrial outlook; 
choose the strongest 
company in the 
strongest industry, 
and do not buy 
stocks on hope. 

alone. 
The only time to 
buy is when you 
know they will go 


up. 
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Is Public Buying Power Increasing? 


How the Investment Market Depends on Labor’s Wage 


By ETHELBERT STEWART 


Commissioner of the Bureau of Labor Statistics, U. S. Department of Labor 


NE of the chief functions of the 
@) Bureau of Labor Statistics of the 

Department of Labor is to ap- 
praise the economic status, the material 
well-being, of the people. It watches and 
reports the rise and fall in the money 
cost of living, the wholesale and retail 
prices of commodities and tells the chil- 
dren of Uncle Sam what their dollars are 
actually worth in the materials and ar- 
ticles of life. So I turned to Ethelbert 
Stewart, Commissioner of that Bureau, 
for the answer to the following ques- 
tions, in the quest of information as to 
where the average man stands today as 
compared with his buying and savirg 
potentialities before the war and at the 
top of the war boom. 

One—What is a living wage? 

Two—What is a saving wage? 

Three—What is the money income of 
the average person? 

Four—How average 
stand today in relation to the cost of 
living, compared with the same relation 
of other years. Are we better or worse 
off than we were? 

Without attempting to sct down the 
dialogue that resulted from these ques- 
tions I am contenting myself with sum- 
marizing Mr. Stewart’s views, it being 
understood that literal quotation is not 
attempted. 

“Your questions,” he “cover a 
vast range, and the information to meet 
them with is far from precise and, in 
part, is conjectural and speculative, and 
our discussion will have to be fragmen- 
tary and sort of impressionistic. Yet 
there is nothing in the economic field 
that is of more intimate and practical 
interest than the subject of individual in- 
come and its application. It tells the tale 
of productivity, of distribution of wealth, 
of the accumulation of capital, of eco- 
nomic well-being and of national pros- 
perity. 


does the income 


said, 


Definitions 


“Taking up your first two questions, 
it may be said in a broad way of speak- 
ing that the difference between a living 
income and a saving income—in this con- 
nection I prefer the word income to 
wages, because the latter term is too re- 
stricted in its meaning—is the margin of 
new capital, the investment margin, and 
comes pretty near telling whether a na- 
tion is going forward or backward. 
Where there are no new investments 
or new investors from year to year 
there is no economic progress. Your 
investors constitute the thin red line of 
advancing prosperity. 

“It is not easy to determine what a liv- 
ing income is because there is no agree- 
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Commissioner Ethelbert Stewart 


ment on what constitutes a “living.” We 
can say with general approval that a 
worker ought to live in health, decency 
and efficiency; and should, therefore, re- 
ceive the money income, whether numer- 
ically large or small, that would meet 
those requirements. But when we begin 
to make up this standard budget we en- 
counter difficulties and fall into disagree- 
ment. Four years ago an elaborate of- 
ficial effort was made to determine what 
would constitute a living income for a 
family of five in Washington, The con- 
clusion was reached that they would re- 
quire $2,262 a year. A hundred other 
such inquiries would have given as many 
different results. But if we assume the 
Washington figure as being substantially 
right, and there is but one earner in the 
family, his income ought to be $2,262. 
3ut suppose there are three _ bread- 
winners in the family; instantly the living 
wage becomes something entirely differ- 
ent. 

“I consider these hypothetical calcula- 
tions of little value, and prefer to consult 
the records of what it actually costs ac- 
tual families to live, and from them make 
deductions as to what a saving or in- 
vesting income would be. Now, in 1918 
this Bureau made a survey of the actual 
annual living expenditures of more than 
12,000 families, distributed in 92 local- 
ities, representative of the entire country. 
These families had cash incomes ranging 
from $900 to $2,500 a year. We found 
that they actually spent on the average 
for a living that included something be- 
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yond a bare existence the sum of $1,- 
432.94. They averaged five persons; and 
you might say, therefore, that if the fam- 
ilies are typical of the mass of the na- 
tion, as their incomes are, the income of 
each member of a family should be, for 
living purposes, $286.57 per capita, i. 

in 1918. In like manner we can estab- 
lish a per capita living income for other 
years. 

“Now, we took.that family figure of 
$1,433 for 1918 and applied to it the per 
centages of variations we have ectal 
lished for the various items composing 
it, back to 1913 and down to 1922. The 
result speaks for itself. If $1,433 was 
enough at the highest prices in 1918, $1,773 
was only enough at the peak of prices i 
1920; $1,425 will do now and $885 was 
quite enough in 1913. 


A Saving Income 


“Turning to a saving income, it is af 
parent that a family income in excess of 
$1,425 that year, and the corresponding 
amount in other years, would be such 
But what is an adequate saving income? 
It should be one that would render thx 
worker independent in his declining years 
and arm him for unemployment and do 
mestic disasters. Let us say that it should 
represent a capital of $15,000 at the end 
of 35 years of toil, which would b 
somewhere around $400 a year. Then 
$400, added to each of the living incomes 
figures would give you the respective liv 
ing wage in money, taking into account 
the varying purchasing power of the dol 
lar. On today’s prices that means $1,825 
for our typical family of five; $1,525 in 
1921; practically $2,000 in 1920; $1,631 in 
1919; $1,432 in 1918, and about $1,300 in 
1913. 

“When we turn to the actual incomes 
that are to be set against these actual ex 
penditures, there is some information but 
little precise knowledge. Australia, I be 
lieve, is the only country in the world 
that takes a census of incomes. Our 
census merely records the number of 
persons engaged in gainful occupations; 
that is, receiving some money income. 
This Bureau reports rates of pay in cer- 
tain industries, but is not financially 
equipped even to ascertain amounts of 
pay even in them. However, there are 
some very careful and elaborate calcula- 
tions of the total of national income, 
and from them, taking the census num- 
ber of persons gainfully occupied, we can 
arrive at an approximation of the per 
capita money earnings of the 40,000,000 
such persons. But it must be remembered 
that this takes no account of such per- 
sons as house-wives, who are certainly 
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economic producers, though they do not 
draw wages. 

“The National Bureau vf Economic 
Research has recently published a volume 
entitled Income in the United States, 
which comes to the conclusion that in 
1918 the national income came to a total 
of $61,000,000,000 and to $66,000,000,000 
in 1919, the latest year for which data 
are available. On this basis the per 
capita income of the entire population of 
the country, men, women and children, 
was $582 in 1918 and possibly $629 in 
1919. Similarly, the per capita income 
in 1913 is calculated to have been $354; 
in 1916, $446; in 1917, $523; and in 1909, 
$319. We can guess, for present pur- 
poses, at 1920 and 1922 per capita in- 


comes, 
“Now, having got the material to- 
gether, let us see how well we can an- 


swer your fourth question. On the data 
derived from our 12,000 families we can 
set up figures for per capita living and 
saving incomes to compare with the es- 
timated actual per capita incomes. Writ- 
ing it into a table we have the following: 


1913 1917 1919 1920 1922 
ler capita Income.$354 $523 $629 $755 $500 
ler capita Living & 

SOUND énccnxc 171 237 326 356 285 
ler capita Saving 
EMCOMME cccccce 571 627 726 756 685 


Per capita Savings 183 286 3038 399 215 


Deficit of Actual 

to Saving In- 

COMMIS ccccceses 217 114 118 1 185 

“On the face of these figures, 1920 was 
the red letter year and probably it was 
the best year, but the figures are un- 
loubtedly too large. And 1922 is the 
worst year since 1913; that is probably 

rue for the first part of it, at least. I 
haven’t even tried to guess 1921, which 
was a chaotic year, and probably worse 
than 1922. On the whole, we are prob- 
ably safe in saying that the mythical av- 
erage person was better off in 1917 than 
in 1913 and still better off in 1919 and 
1920, and even now in a better position 
than in 1913. In considering these sta- 
tistics it must be remembered that we 
are dealing with estimates for the most 
part and partly with sheer guesses, es- 
pecially for 1920 and 1922, which I have 
put in at your suggestion, merely to com- 
plete the picture, and do not sponsor. It 
nust also be remembered that we have 
oased our per capita living income and 
-onsequently the hypothetical savings in- 
come merely on living expenditures. 
Taking the whole field of prices into 
consideration, the gains would be smaller 
than our table makes them, but I think 
there is no doubt that we are better off 
in saved dollars now than in 1913, though 
the dollars now deal with prices that are 
still about 50 per cent higher according 
to the commodity index than they were 
in 1913. 

“Taking it all in all we are doing well, 
but we might do better. Our per capita 
income is the largest of all the nations, 
but it ought to be larger, and the actual 
distribution of income ought to be nearer 
the average. We are ptobably saving 
more dollars on the average than be- 
fore the war, and have more for in- 
vestment and new capital.” 


for AUGUST 19, 1922 


The Business Situation at a Glance 


A Mathematical Interpretation of Busi- 
ness Trends as Affecting Securities 


By E. D. KING’ 


O mathematical formula has ever 

been devised which will accurately 

determine the trend in business and 
securities, for the forces determining 
such trends are themselves incalculable. 
In this attempt, therefore, the writer lays 
no claim to discovering an absolute for- 
mula of the business trend, for that is 
impossible, considering that this is an 
ever-changing and fluctuating world. The 
attempt has been merely to group to- 
gether the leading factors affecting busi- 
ness and securities and to roughly calcu- 
late their tendencies. By including all 
of the important factors and by distribut- 
ing their weight more or less scientifical- 
ly, the result is to give a fairly complete 
idea as to the direction in which business 
and securities are moving. 

In the attached chart, all of the prin- 
cipal factors, with their constituent ele- 
ments, have been listed. Each element, 
such as bill holdings of twelve reserve 
banks, deposits and loans, etc., have been 
given a certain “rating.” This rating rep- 
resents the trend of the particular ele- 
ment. For example, the trend in bill 
holdings of the twelve reserve banks is 
regarded as favorable up to 70%, the 





figure on the right-hand side of the little 
oblong “box.” The figure of 30%, as 
indicated in the left-hand side of the ob- 
long, is regarded as the extent to which 
the trend in bill holdings may be con- 
sidered as unfavorable. While to a cer- 
tain extent these figures may be regarded 
arbitrary they are based on the actual 
known facts, the only arbitrary factor 
being the emphasis put on the trend it- 
self. For example, the situation with re- 
gard to bill holdings might be regarded 
as so favorable as to justify a rating of 
90%, if compared with the situation a 
year ago. However, considering the fact 
that bill holdings, despite the improve- 
ment therein, are still quite large, to that 
extent this factor should be regarded as 
The writer therefore con- 
siders that this element is 70% on the 
favorable side and 30% on the unfavor- 
able side. Space here does not permit 
an analysis of the method by which each 
rating was arrived at, but the same prin- 
ciple as in the case of bill holdings has 
been followed in each case. 

The only arbitrary factor is the 
ing factor, as indicated along the 

(Continued on page 639) 
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Investors’ Vigilance Committee 


Conducted by The Magazine of Wall Street in Cooperation With 
the Chambers of Commerce and Other Business Organizations 


6s UR Board of Directors is anx- 
ious to join you in the cam- 
paign against fake stock sell- 
ers. Please advise us how to enroll.” 

Almost every mail brings in similar 
letters from secretaries of business organ- 
izations scattered through Maine to Cali- 
fornia. In the meantime, the work of 
organizing the central body is proceed- 
ing rapidly and within a few weeks will 
be able to commence functioning. Approx- 
imately 100 business organizations have 
signified their intention of becoming a 
part of the Investors’ Vigilance Commit- 
tee and it is already evident that THe 
MAGAZINE OF WALL Street has brought 
into existence an organization planned 
along the only correct line that will insure 
protection of the small investor. 

Samples of the literature and the pros- 
pectuses and all the other printed matter 
employed by the pirates have been com- 
ing in from all points of the compass, but 
thus far nothing that is strikingly new 
has been received. The sellers of near- 
securities evidently are convinced that the 
suckers will bite on the same old bait. 
Judging from some of the letters received, 
both from individuals and from Commit- 
tee Associates, the promoters are right. 
The suckers are biting. 


Interesting Sidelights 


Some very interesting sidelights are 
thrown on the situation by the reports that 
are coming in from various parts of the 
field. In New Jersey there is a secretary 
of a commercial organization who believes 
that the work of the Investors’ Vigilance 
Committee should be conducted in such 
a way as to put nobody—not even THE 
MAGAZINE OF WALL StTREET—to any ex- 
pense, which is about the same as if he 
were to suggest that the Chamber of Com- 
merce in his town should be operated with- 
out any cost—not even dues to its mem- 
bers—but several days later he writes in 
to inquire regarding an organization which 
is selling stock in his community and the 
answer as dispatched to him in the next 
mail by this department should save the 
people in his community many thousands 
—hundreds of thousands—of dollars. 

This is but one instance. Yet there 
are many secretaries notwithstanding 
the great number enrolled thus far, who 
would dismiss the project by saying: 
“It hardly seems worth while to go to 
the trouble or undertake any expense 
in a drive against these swindlers.” 

Parenthetically, it might be commented 
that the questionable promotion regarding 
which the New Jersey secretary asked re- 
ceived a great many columns of pub- 
licity only last winter when the authori- 
ties of New York and Illinois were after 
them. It undoubtedly appeared in Asso- 
ciated Press dispatches published in the 
secretary's own city. But men’s memories 
are short. Hence the necessity of estab- 
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HOW TO HELP 


VERY reader of THE MAGA- 

ZINE OF WALL STREET is 
interested vitally in the successful 
operation of the Investors’ Vigi- 
lance Committee and is in position 
to render considerable service to 
the new organization. 

Don’t throw away the promo- 
tion literature that comes to you 
through the mail. As a reader of 
the Magazine you may be immune 
to the high-powered selling argu- 
ments of the fake promoter, but 
there are others who are not. 
Just mail this literature to the In- 
vestors’ Vigilance Committee of 
THE MAGAZINE OF WALL 
STREET, where it may be placed 
on file and be of value in warning 
untrained investors who are not 
readers of THE MAGAZINE OF 
WALL STREET, but who are 
reached through the Investors’ 
Vigilance Committee. 

Also: When these itinerant pro- 
moters open up in your community 
get a batch of their literature and 
send it to the Investors’ Vigilance 
Committee together with a de- 
scription of the operating methods 
employed. The source of this in- 
formation, so far as you are con- 
cerned, will be kept confidential 
if you wish. 











lishing a warehouse, a clearing house, a 
central information bureau; even though 
some may not consider the trouble and 
expense worth while. 

Looking over the “bunk junk” the let- 
ter carrier has left on our desk, we dis- 
cover everything from glass that cannot 
be broken to puncture-proof tires. Read- 
ing over the literature we learn how much 
was made by the lucky young man whose 
father as a joke bought Eastman Kodak 
at 5 cents a share. We find out how the 
lucky holder of $250 worth of Ford auto- 
mobile stock received as his first cash divi- 
dend $250,000. We also read again the 
familiar story of the wonderful profits 
paid to those who put their money in Bell 
Telephone, Horlick’s Malted Milk, Mer- 
genthaler Linotype, and so on. 

But nowhere do we read, as we should 
read, that 50 to 60 per cent of the money 
received by Mr. Ford from his friends 
did not go as profits to the promoter who 
sold the stock no did Alexander Graham 
Bell have to whack up fifty-fifty with a 
crew of strong-armed stock salesmen. 
The money made by those who encour- 
aged such men as Bell, Mergenthaler, 
Ford, Westinghouse and Eastman was 
earned because every cent of it in the first 
place went into the development of the 
idea, not to the enrichment of printérs— 
although they are hard-working men and 
deserve to get along—and crooked pro- 
moters. 
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At the same time, we must remember 
that for every success such as those 
enumerated by the stock-sellers, there 
were probably a thousand or more fail- 
ures. The pioneering road is a hard one 
and it is strewn with wrecks. « But 
among the successes anywhere there 
one which began life as the pet child of 
an itinerant, glib-tongue, consciencele 
stock peddler or was the producer of prot- 
its for a swindling mail-order promoter, 
it has escaped our attention, and the atte- 
tion of everyone else. 


Rochester, for Example 


Rochester, N. Y., is one of the live cities 
in which an Investors’ Protective Con 
mittee has been operating for two years 
under the direction of Mrs. A. N. Davis. 
Secretary. There are 28 Rochester an 
Monroe County organizations and insti 
tutions associated in the Investors’ Pri 
tective Committee, ranging from th 
American Federation of Labor to the R« 
tary Club. Mrs. Davis has impressed upo: 
Rochester investors the importance oi 
considering the difference between  th« 
profits made by those who contributed t 
the development of the telephone, photog 
raphy or other devices and inventions, an 
the will-o’-the-wisp gains held out as ; 
lure for the contributions — misnamed 
stock subscriptions—of the untrained in 
vestor. 

“Rochester,” she writes, “seems to be 
a Mecca for promoters of all kinds. The 
literature of these concerns always car- 
ries a comparative list of the value of Ko- 
dak stock or some other successful com- 
pany which was once of doubtful value 
but which has earned tremendous divi- 
dends for the investor. Again and again 
we have pointed out that Kodak stock 
or any other stock which has yielded 
large dividends was never sold by pay- 
ing 30 or 40 per cent cr even higher 
commissions. We frequently point ou! 
also to the prospective investor that the 
stock which they are urged to buy may 
be bought in the open market for one 
third or even one-tenth of what they ar: 
asked to pay for it.” 

The mail bag, by the way, also yields 
a large amount of literature indicating th 
“unincorporated bank” industry is agai 
thriving in Texas. 

Upon the completion of the operating 
plan of the Investors’ Vigilance Commit 
tee, which may be looked for within the 
next few weeks, THE MAGAzINE oF Wat 
Street will advise all of the Committec 
Associates of the manner in which inqui- 
ries are to be handled and information 
exchanged. August is an off-month even 
for the promoter. Not until after the 
middle of September will the security- 
road agents actually begin working over- 
time. Before then, the Investors’ Vigi- 
lance Committee will be acquiring scalps 
for its belt. 


STREET 





s a Shipping Subsidy Justifiable? 


How May We Expect European Countries to Pay Their 
Debts to Us If We Take Away Their Over-Seas Trade? 


By WALTER N. BUFFUM 





* HE current proposals as 
to our Merchant Marine 
will doubtless rejoice 

shipping circles, relieve some 
of the anxieties of the Ship- 
ping Board and visualize large 
speculative profits among hold- 
ers of shipping stocks. 

In these circumstances the 

writer is perhaps over-bold to 
sugge*t deterrents. He be- 





ping interests. 
is another matter, however. 
bluntly states that a subsidy to our shipping interests 
is indefensible from a national viewpoint, that it will 
interfere with the ability of foreign Governments to 
liquidate their indebtedness to us and that it will affect 
our foreign trade adversely. 
ments against the desirability of a ship subsidy should 
be carefully pondered. 


A ship subsidy will undeniably aid American ship- 
That it will aid our commerce broadly 
The writer of this article 


These striking argu- 


the sea in ships when there are 
better chances to be had on 
land or (as this has been more 
quaintly put) “no considerable 
number of people will double 
the Horn in a wind-jammer it 
they have a comfortable berth 
waiting them on shore.” Over- 
population coupled with the 
imperative need of foodstuffs 
and raw materials are the 
proximate causes or origins of 








lieves, however, that the pro- 
posals for the development of 
our Merchant Marine are radically incon- 
sistent and glaringly at odds with our 
professions (so frequently made since the 
\rmistice) that it is our duty to put our 
shoulders to the wheel and lift Europe 
out of her present chaotic impasse 
Whether motived by sentiment or desire 
to recreate normal consumption of our 
surplus production there are very few 
people indeed who do not heartily agree 
to the abstract proposition that Euro- 
peans must be helped and that too in a 
very large way and as a sort of corollary 
that in no must we do anything 
detrimenta! to European comeback. Yet 
the exploitation of our Merchant Mar- 
ine will be the most serious blow which 
we could possibly deliver and may de- 
stroy the most inportant back-log of 
European stability. Whether we suc- 
ceed or ial the result may prove the 
than one of the great 
the world 


event 


undoing of more 
industr.al nations of 


Do We Need a Merchant Marine? 


It will be generally conceded that when 
the London Statist makes pronouncements 
on matters international it does so in de- 


tachment and without bias. In a recent 
issue it says, in substance, that we do not 
need a Merchant Marine and that in our 
own interests as well as of others the 
United States should leave 
to other nations. The writer believes that 
the Statist is right and that 
the credit side may eventually 
sh'pping profits must be debited with much 


sea-Carrying 


whatsoever 
show in 
larger reason of enormously 
curtailed exports from this country In 
effect we shall be robbing the poor for- 


ke ysses by 


eign Peter to pay the complacent Paul as 
an investor in 
Tom, Dick, and Harry as the holders of 


expe- 


shipping securities while 
stocks of other corporations may 
rience diminishing dividend returns 
Ex-President Roosevelt once said that 
“England performs her functions as a pub- 
lic carrier so satisfactorily that it has not 
been and is not now worth the while of 
any other nation to compete with her.” 


Most 
shipping 


genesis of 
Phe Cc - 


nicians necessity and not choice has both 


people overlook the 
Since the time of the 
created and successfully maintained Mer- 


chant Marines. Men do not go down to 


a successful Merchant Marine 
Hence the Merchant Marine of Japan, 
of pre-war Germany and above all others 
that of Great Britain, shipping in her 
case being “her greatest national asset.” 
country that has 
abundance of natural resources has ever 
developed a large Merchant Marine 
Hence the sea power of France has waxed 


No modern a great 


and waned to no purpose and hence also 
in large measure or neglect or lack of in- 
terest after the decadence of our shipping 
at the time of our Civil War 

The United States requires very little 
indeed in the way of foodstuffs or raw 
materials from over 
fee, sugar, and Egyptian cotton are about 
the only articles of importance. Up to the 
present time successful maintenance of sea 
tonnage has predicated upon out- 
ward cargo of manufactures and inward 
cargo of foodstuffs of raw materials. A 
profit both ways. It is figured that our 
foreign commerce equals less than 8% of 
our domestic commerce. If we 
then it will be notwithstanding all 
torical precedents. 


seas. Rubber, cof- 


been 


succeed 
his- 


\ certain school of German thought 


(Continued on page 625) 














THE LEVIATHAN 


It is estimated that this ship will draw over $900,000 a year in subsidies if the ship subsidy bill is passed 
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Foreign Trade and Securities 


Financial Europe As I Saw It 


Why the French Are So Bent on 100% Execution of the Terms 
of the Peace Treaty — Industrial Backwardism in France 


This article on France is the second of a 
series on Financial Europe by Max Goldstein, 
who was the Foreign representative of THE 
MAGAZINE OF WALL STREET during the past 
two years. After reading this article, one can- 
not help but understand the persistent desire 
of the French to collect full reparations from 
Germany, though their policy, viewed broadly, 
is not only futile but even if it could be car- 
ried out as the French desire would be produc- 
tive of very little good. The next article will 
deal with Germany. 


life of England could best be under- 

stood by treating it as a country with 
mainly industrial interests, so the best 
way to understand France is as the banker 
of the nations, leaving its industrial and 
commercial interests in the background 
fer the time being. 

The ruling passion of the average 
Frenchman is to live as economically as 
he can, take as few risks as he can, save 
up as much money as he can and put it 
into good, safe, diversified investments to 
provide an income for him at the end of 
his days or to be added to the little fam- 
ily fortune which is handed down, as little 
diminished or as much increased as pos- 
sible, from one generation to the other. 
This attitude is, of course, distinctly favor- 
able to good conservative banking and in- 
vestment, but is as opposite as can be 
to the pioneering, road-breaking, Steve- 
Brodie spirit which made America what 
it is today. 

Practically every Frenchman _ saves. 
Talking intimately one day to my janitor 
I learned that he had been badly hit by 
the Russian collapse, as he had a few thou- 
sand francs’ worth of Russian securities 
which had been guaranteed by the French 
Government some twenty years ago in 
the days when France was actively financ- 
ing Russia. If one puts together my jani- 
tor and all the other janitors in France 
who hold Russian securities and all the 
cab drivers and shopkeepers and the rest 
of the “petite” and the “haute” bour- 
goisie, one will realize what the public 
opinion is that is preventing the French 
Government from taking a conciliatory 
stand like that of Great Britain. as to the 
surrender of pre-war claims on Russian 
debts. 


Jive as we found that the economic 


Reasons for the French Attitude on 
Reparations 

If France loses her investment in Rus- 

sia, she loses everything without hope of 


recouping: England, on the other hand, 
and Germany can afford to give up their 
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By MAX GOLDSTEIN 


Russian investments with the prospects of 
getting all their money back in a few years 
by doing business with a revivified Rus- 
sia. France’s exports consist preponder- 
antly of silk and silk tissues, cotton and 
wool products, perfumes, and wines, ar- 
ticles for which the demand in post-Czaris- 
tic Russia is mild, to say the least. 

The situation is practically the same 
with regard to Germany and the repara- 
tions question. Frenchmen have told me, 
“We have been done out of our roubles 
in Russia: shail we let ourselves be done 
out of our marks in Germany?” For the 
money which the French Government has 
spent on reconstruction in the devastated 
areas is popularly regarded as an invest- 
ment which the Germans will have to pay, 
principal and interest. 

The average Frenchman would like to 
see the reparations question settled in 
such a way that his Government would de- 
rive a permanent “rente,” a fixed income 
for life, from Germany, in the same way 
that he himself aspires to build up a 
“rente” on which he can retire for life. 

It is doubtful, however, if he realizes 
the extent to which the financial struc- 
ture of France depends upon the integral 
payment of the reparations amount as 
agreed upon. The whole fiscal and taxa- 
tion policy of France from 1914 on has 
been based on the assumption that not 
only would the Allies win the war, but 
that France would be able to receive a 
large reparation amount from Germany. 
France taxed its citizens less severely than 
any other of the Allies. For this reason 
France financed the war for the most part 
by means of internal and external loans, 
raising relatively little of its war needs 
by current taxation. The great motto was, 
“Le Boche paiera”—more politely, “Ger- 
many will pay.” 

As a result, a large part of the ex- 
penses of the war on the French side has 
been funded in the form of war debts, 
domestic and inter-Allied, so that today 
some 55% of the French budget is de- 
voted to the service of the public debt. 
Should the German reparations follow 
the way of the Austrian reparations, to- 


-ward complete or partial disappearance, 


the result would be a powerful pres- 
sure tending toward the partial repudia- 
tion of the French debt—and not only 
as regards foreign securities, but as re- 
gards its own citizens. 

This is a statement which will in all 
probability be vehemently denied by any 


Frenchman, but seems to be borne out by 
careful and impartial statistical study. It 
must also be remembered that just be- 
cause France is such a great country for 
saving and investment, a repudiation of 
the Bons de la Défense Nationale, for in- 
stance, would be a much graver matter 
than a corresponding measure in the 
United States. In spite of the war with 
its widespread distribution of Liberty 
3onds in this country, the investment edu- 
cation of the average American is no- 
where near as thorough as that of the 
average Frenchman, as shown by the rapid 
reselling of the Liberty Bonds in this 
country and their tendency toward con- 
centration in the hands of the people who 
used to invest before the war. The result 
is that French Government bonds are so 
widely diffused, and savings mean so much 
to the Frenchman, that a repudiation of 
all or part of the debt would be a power- 
ful incentive to internal troubles of the 
most serious sort. It is the realization 
of this state of affairs which has caused 
one French Cabinet after another to per- 
sist in an obviously impractible policy to- 
ward German reparations—their aim has 
been to beat about the bush as long as 
possible for the simple reason that a frank 
recognition of the true state of affairs 
would have meant, and still does mean, 
the prompt disappearance of the Govern- 
ment that dared it. How long this game 
of playing politics with economic realities 
can be kept up is another story. 


Shrewd John Bull 


To understand the French attitude to- 
ward the reparations we must also re- 
member the settlement made early in the 
course of the Peace Conference between 
England and France. What it amounted 
to was that England took over the lion’s 
share of the immediate effects recoverable 
from Germany—ships, colonies, conces- 
sions, and the like—while France got the 
promise of a big slice of the future repa- 
rations payments. England therefore has 
already received most of what it expected 
to receive from Germany, while France 
is left with the onus of collecting what 
she can. Hence also England can afford 
a more magnanimous policy toward re- 
ductions in the reparations payments, 
while France stands before the world very 
much in a dog-in-the-manger position. 

All this of course tends to explain 
rather than excuse the rather small- 
minded attitude of official Governmental 
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France toward its two great debtors, while 
at the same time it is showing no great 
eagerness to pay off its creditors. As a 
matter of fact, its actual financial posi- 
tion is much more like that of Germany 
than the standing of the two currencies 
would indicate. 

So great has been the financial strength 
)f France, and so important its rdle as 
banker of the nations in the last century, 
that it is very easy to forget how little 

country is really industrialized in the 
seuse in which England or America or 
Germany are industrialized. Agriculture 
s still far and away the main source of 
the national income, and industry suffers 
from a decentralization and general in- 
efficiency which is shocking to the Ameri- 

| visitor. 

The point seems to be that the same 
qualities which have made the French 
such a wonderful people for saving and 

estment are definite handicaps when it 
comes to a big-scale production and effi- 

nt, far-seeing industrial management. 

» take a slight incident from my own 
experience—I went into a 


ly telephones from one’s café, perhaps be- 
tween the early afternoon coffee and the 
late afternoon apéritif—the café making 
no charge for the service, so little is it 
used. As a result, the telephone industry, 
operated as a part of the postal system, 
is in a rudimentary state, and compared 
with an organization like American Tele- 
phone and Telegraph simply does not ex- 
ist. Here is a whole great industry, well 
developed in the United States, and in- 
significant in France, because of the habits 
of the people 

\ more striking instance is the auto- 
mobile industry. In America, it is 
mated, there are over 8% million cars: 
in France there are about 150,000. Any 
American farmer, no matter on how small 
a scale, after two or three good years in 
succession feels himself justified in buy- 


esti- 


ing acar. The French farmer gets a yield 
of two or three times as much produce 
per acre as the American; his selling price 
based on the 
world market price; his cost of produc- 


is about the same, being 


tion is lower, being based on French 
zg 


authority. If France should actually be 
compelled to manufacture all its “French 
perfume” itself, its present capacity would 
not suffice for a third of the output 
There is a very strong movement at the 
present time for the actual manufacturers 
to stop using the French labels and re- 
exporting their products to their final d 
tination by way of France and instead to 
sell them on their without 
splitting the protits, 

Similarly experts report a steady decline 
in the prestige of the French textile in- 
most 


own account 


dustry, even in its refined produc 


Parisian 


this helet 


“creations” of the great 
The truth of 
can be confirmed in a moment by 


tions, the 
dressmakers 
ocular 
observation by anybody walking down the 
main 


“grands boulevards.” The external 


French coufitess and 
her appears to lx 


Here 


distaste 


difference between a 
an American 
that the latter is 
also, doubtless, th« 


stenograj 
better 
characteristic 


dressed 
for unnecessary expenditure plays its role 
So deeply 


lrance 


ingrained is the habit of say 
that iflation of 
the post-war years las not suf- 
ficed to uproot it. The fact re 


even the i 


me m 





ikery for a loaf of bread, and 
sked for some paper to wrap 
up in. “But no, monsieur, 
ne brings one’s own paper, is 

not?” An American store, 
bviously, would have simply 
harged the item to cost of 
rvice and offered to send the 
af home to me, the expense 
ing absorbed in a_ higher 
harge for the loaf. 

Apply the same attitude of 
hrift and conservatism to such 
roblems as throwing out old 
iachinery in favor of more 
ficient ones, to spending sev- 
ral hundred thousand francs 

year in developing a new 
roduct or a new market, to 
iving up one’s old established 
usiness with its definite in- 


ome to join a consolidation Jov.s Buu: 
eg.+ as We may.” 


vhose profits may be larger 





A KITCHEN CABINET. 
“No! Don't kill it, Marianne 


Let's fatten it, and gather the 


—De Amsterdammer (Amsterdam) 


that a hundred 
saved before the 
worth more than twenty 


mains francs 
war are not 
francs 
today in buying power (what- 
ever the wholesale ‘prices re- 
ported by the Statistique Géne- 
rale de la 
cond‘tion 


France may say), a 
which usually leads 
to reckless expenditure, as in 
Germany today, on the ground 
that 
prec:ating anyway 


money is constantly de- 
Housing Shortage 


One 


been 


result, 
that 
whatever to invest 


however, has 
there is no desire 
money ata 
real 


hixed estate or 


buildings, so that there is 


mcome m 
new 
dwelling-house 
Onlv the 
business is based 


a very real 


shortage in Paris 


banks, whos« 








ut are still undetermined, and 
hese virtues may easily cease 
to be virtues and become severe mental 
andicaps on enterprise. 


Not Very Progressive 


At various times I have sold advertising 
to French business men and to other Con- 
inentals, and I must say that 4 man who 
an make a living selling advertising in 
‘rance would make a fortune here. It is 
the same story of unwillingness to spend 
resent cash in the hope of future profits 

ompare the four or six-page daily of 
Paris with the thirty-page paper of an 
\merican town of one-tenth the popula- 
tion and one-hundredth the wealth—the 
lifference is due to less advertising and 
less ability to run up costs on the basis 
if big advertising revenues. \ralyzing 
a step further back, the difference about 
llustrates the relative proportions of bus- 
iness push and “progressiveness.” 

The effect on the indystrial status of 
the country can be made evident by an ex- 
ample or two. In Paris very few houses 
have telephones ; even many of the smaller 
hotels and pensions lack them. One usual- 
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wages and materials paid in francs, and 

yet, if he should think of buying a car, well 
he just wouldn't, that’s all 

industry 


Hence, no big automobile 


hence a smaller steel -industry—hence less 
add to this the 


similarly 


and coal 
thousands of other industries 
dwarfed because of lack of demand, and 
one understands at least one of the rea- 
France’s backward status in 1n- 


demand for or¢ 


sons for 
dustry. 
Where France excels, is in the produc- 
tion of certain staple products demanding 
both, 
“en grande 


a high degree of skill or taste, or 
where large-scale manufacture, 
série,” is out of question. Typical of this 
kind of product are high-grade “hand- 
certain perfumes, 
Even here, however, 


made” automobiles, 
wines, and the like. 
France is steadily losing its supremacy in 
certain lines. 

About three-fourths of the “French per- 
bearing French labels and exported 
France are actually made in Ger- 


fume” 
from 
many on the specifications of French man- 


ufacturers, according to a leading trade 


on the saving habits of the peo- 

ple, are doing a live business, 

and are invading one big apartment hous« 

after another, unless “cinéma” has 
taken it ahead of them 

For all that, 

pressing problem in 


extent, of 


some 


unemployment is 
France today 
large course, this 1s a result 
of the re'atively low degree of industriali 
zation of the country, which has not su 
ceeded in building up the large army of 
variable “labor 


which may be dipped into in times of pros- 


unemployed, the reserve,” 
perity and increased again in times of de 


pression, characteristic of America and 
England. 

In spite of the efforts of extreme labor 
there does not 
body of revolutionary 


The spectre that haunts the un- 


leaders, seem to be any 


large labor in 
l-rance 
easy minds 
night is not the workingman brandishing 
a torch but the shopkeeper clutching his 
bankbook and clamoring for 


of Government officers at 


cash on his 
investment 

The interest of the people in politics, 
is much keener than 


however, here lo 
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Money, Banking and Business 


Sugar Outlook Encouraging 


Demand Expands Materially—The Response in Prices— 
Industry Approaching New Period of Stabilization 


Note: In view of the substantial change 
for the better in the sugar industry, we 
have asked a recognized trade authority 
to discuss the situation, resulting in the 
following enlightening analysis. 


T the end of last December Cuba was 
just entering on the making of what 
has proved to be one of the largest 

sugar crops ever produced in the island 
(nearly 4,000,000 long tons). At.the same 
time there remained unsold from the pre- 
vious crop over 1,200,000 tons, an wnprece- 
dented amount to be carried over from 
one crop season t. another. 

At the same time the sugar on hand in 
the continental and insu'ar United States, 
or to be produced therein during the year, 
was estimated at upwards of 2,000,000 
tons, making more than 7,000,000 tons or 
more available to this market, less what- 
ever portion of the Cuban crop might be 
sold to outside countries. As the yearly 
consumption of the United States never 
has exceeded 4,590,000 tons the outlook 
was for a still heavier surplus to be car- 
ried over at the end of 1922 and this prob- 
able carry over was generally estimated 
at 2,000,000 tons or more. 

At that time unrefined Cuban sugar was 
selling at 134 cents a pound, cost and 
freight, New York. In other words, ttat 
was the price before payment of the cus- 
toms duty required on entrance to the 
United States. Deducting transportation 
costs this left a little over 1% cents a 
pound as the price received by the Cuban 
producer. The duty-paid price of raw 
sugar in New York was 3.36 cents a pound 
and the wholesale price of refined was 
480 cents a pound. 

Only the most favorably situated mills 
in Cuba are able to produce sugar at 14% 
cents a pound, nor was the price within 
the United States sufficient to cover the 
costs of domestic producers except in the 
cases of the most advantageously located 
mills. The sugar trade was frankly pessi- 
mistic as to the future and the securities 
of sugar companies sold in December at 
the lowest prices they had touched in 
years. 


The Abrupt Change 


3y the first of July the situation had 
been completely transformed. In the in- 
tervening six months Cuba had shipped 
to various markets 3,600,000 tons of sugar; 
all the beet and cane sugar on hand at the 


* the current year. 
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beginning of the year had been absorbed, 
and two-thirds of the Hawaiian and Porto 
Rican crops had been distributed. Euro- 
pean and other outside countries had taken 
neatly a million long tons of raw sugar 
direct from Cuba and the cquivalent of 
715,050 tens additional in the form of re- 
fired sugar had been exported from the 
United States. Of the total supply in 
sight at the beginning of the year approxi- 
mately 70 per cent had bcen distributed 
in six months and the balance on hand for 
the remaining half year was a little over 
2,000,000 tons or sufficient only to permit 
consumption on a greatly reduced scale. 
Never before has so great a quantity 
of sugar been absorbed in the United 
States as during the first six months of 
Distribution amounted 
to nearly 3,000,000 tons or at the rate of 
69 pounds per capita for the whole popu- 
lation. How this compares with the nor- 
mal absorption for the half-yearly period 
may be seen by the following figures of 
distribution per capita in recent years: 


118 
1919 
1920 
1921 


These figures do not mean that Ameri- 
cans individually consumed 60 pounds of 
sugar apiece between January and July of 
the present year. Distribution is always 
heavier during the first six months of the 
year and at the beginning of 1922 trade 
stocks everywhere were abnormally low. 
They do show, however, that the amount 
of sucar that passed into channels of con- 
sumption between January 1 and July |! 
was 2) per cent greater than in the simila: 
period of any previous year and th 
greater part of this sugar undoubtedly has 
been consumed. Every increase of a sing! 
pound per person in the sugar consump 
tion of the American people calls for 48, 
000 long tons of sugar and an increas 
of ten pounds per capita such as took 
place in the first half of the present year 
required 480,000 tons above anticipate 
requirements. 

Factors in Increased Consumption 

Unquestionably the chief influence con- 
tributing to the larger use of sugar this 
year has been the low price at which it 
has been selling. When sugar sells retail 
at five cents a pound, as it did in the earl 
months of the year, housewives know that 
it is cheap and use it with corresponding 
liberality. It is, in fact, incomparably the 
cheapest foodstuff obtainable on the basis 
of actual nutritive value. It is generally 
assumed t!at prohibition of the use of 
alcohol encourages the consumption of 
sugar by stimulating the use of candy 
chocolate, ice-cream and soft drinks 
There are both physiological and eco- 
nomic reasons why th’‘s should be the case 
It happens, too, that all kinds of fruit 
have been unusually abundant and cheay 
this year and this has encouraged a great 
amount of home canning and preserving 
which is always an important factor in 
determining the quantity of sugar used in 
the country. 

Not only has the domestic demand been 
of record-breaking proportions but the 
foreign demand vpon Cuba and the United 
States has been exceptionally heavy. All 
refined sugar exported from the United 
States is previously imported in the raw 
form but the amount expended for labor 
and supplies and the profit of refining re- 
mains within the country. In the present 
connection the importance of this export 
business rests in the quantity of sugar 
which it results in moving and the follow- 
ing figures show how the first half of 

(Continued on page 638) 


THE MAGAZINE OF WALL STREET 





The Gravity of the 
Coal Situation 


Supply and Production Far Below Future Require- 
ments— Public Bound to Suffer When Winter 
Demand Begins—Will Substitutes for Coal Be Used? 


By R. M. BRYAN 


HE control of coal is once more in 

the hands of the Government, ance 

the rationing of coal to industries 
and to householders has begun. 

War-time practices, that is, heatless 
days and lightless nights may again rule. 

Naturally, the consumers of coal are 
worried and have good reason to be wor- 
ried about their supplies of fuel for the 
coming winter. 

The present coal shortage is due to 
the strike of the union miners, which be- 
gan April Ist. Up to the moment, in- 
dustries and homes have been kept go- 
ing, due to the’ operation of many non- 
union manned mines, and by the use of 
surplus coal that had been stored prior 
to the stoppage of the union mines. 

Today, surplus stocks are pretty well 
dissipated, and headway that was being 
made in increasing non-union production, 
has been seriously retarded by the rail- 
way strikes. 

The country mines normally, 450,- 
000,000 to 500,000,000 tons of bituminous 
and 90,000,000 tons of anthracite year- 
ly. Shut off bituminous production 
sixty per cent and anthracite produc- 
tion 100 per cent, for four and a half 
months, and you can visualize the coal 
situation today. 

Therefore, Government agencies have 
stepped in, and coal production and coal 
distribution from this time on is going 
to be “regulated.” 

“Regulation” is going to begin by hav- 
ing railroad cars allotted only to mines 
that will consign coal according to orders 
that some Government agency will give. 
Moreover, no cars will be allotted to any 
chooses to charge more 
than what is termed a fair price, this 
being fixed in most of the non-union 
regions at $3.50 to $4.75 per net ton. 
various states 


operator who 


Consumers in the will 
secure coal only by application to a State 
Coal Commission, and this commission 
will allot cecal only to preferred indus- 
tries that are on what are termed 
“priority” lists. 

When you consider that these govern- 
mental agencies have today a_ weekly 
output of only about 4,200,000 tons of 
coal to distribute when the industries and 
the homes need about 9,000,0L0 tons for 
weekly consumption, it does not require 
the services of a Philadelphia lawyer to 
tell one that industries and some 
householders are go without 
coal. 

This, briefly, is the situation in a nut- 
shell today, as concerns present output. 
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going to 





The bins of consumers are 
not actually bare, as many 
have some coal, or the situa- 
tion would be most desperate 
indeed. 


A Paradoxical Trade 


In the coal trade there are 
strange paradoxes, 

On July 18th, of 1921, 
\merican coal shippers had 
just about completed ship- 
ment of 1,500,000 tons of coal 
to Great Britain to help out 
that country, which had a 
complete cessation of coal 
mining from April Ist to June 30th, or 
three full months. 

On July 18th, 1922, British coal shippers 
began chartering vessels to bring British 
coal to America to help American indus- 
tries to weather a strike of union miners 
in this country, which began on April 
Ist and which now, in its twentieth weck, 





The coal industry today is in a 
position that prohibits analysis from 
the ordinary economic point of view 

The situation is no longer to be 
gauged by the accepted standards 
supply, demand and price. It is 
complicated by the prevalent labor 
troubles, and has become principally a 
problem in government. 

‘his will explain the unusual treat 
ment accorded the industry in the ac- 
companying article, which, while not 
intended to spread needless alarm, 
may well serve to concentrate public 
thought upon an increasingly dubious 
outloo 


A Gigantic Coal Loading Machine. 
Picks Up Two Loaded Cars at a Time 











is showing no signs of settlement \l 
ready more than a million tons of British 
coal has been purchased to be brought to 
the United States, and jurt how much 
may be needed to help the industries here 
to get through depends entirely upon the 
life of the present strike. 

Shipping experts estimate that as 
much as 2,000,000 tons a month can h« 
brought over the seas. When industries 
in the United States are going at full 
speed this amounts to only a day's con- 
sumption. As business is running today, 
we could probably skimp through with 
1,500,000 tons a day. When cold weather 
comes we need a deal 
for the homes require and 
coal is also burned by plants, be- 


great more, 


fuel, 


will 
much 
more 
cause the workmen in these also have to 
be kept warm, while the problem of 
lighting alone calls for a heavier con- 
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This Machine 


sumption of coal in winter because of the 
shorter daylight hours 

The coal problem in this country is 
today much more serious than the pub- 
lic dreams is possible. 

There has been no production of an 
thracite since April Ist, and this means 
that about 25,000,000 to 30,000,000 tons of 
anthracite coal that 
and stored in the 
lost 
piles in the producers’ hands; 


is normally mined 
spring and sumrer 
There are no 
there are 
in most sections only a few weeks’ supply 


months is storage 


of anthracite in dealers’ hands 

To the householder who has his fur 
naces built exclusively for the use of a 
particular size of anthracite, the coming 
winter problem 


many homes, particularly in the 


However, 
middle, 


presents a 


western and southern states, do not know 
the use of anthracite, and while they may 
not find it always possible to secure as 
much coal as they burn in normal years 
to keep their homes comfortable, they 
do not face, at the moment, the probable 
that appear to threaten 
the user of anthracite 


hardships now 


What Are the Substitutes? 


What has the country in the way of 
substitutes for coal? 
In some sections wood. But this is in 
very limited supply 

In some sections natural gas. This is 
also in limited supply and very uncertain 
Some industries are now using it, and it 
the homes in states. 


is used in several 


In many states, oil. This is used both 
for industrial and domestic purposes, but 
its growth as an industrial fuel has been 
slow, with the exception as a fuel for 
ships. The war gave oil an impetus for 
marine use, which perhaps will not be 
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Cutting Administration Costs 


The Value of a Budget System in Business 


*FNHE economy and value of budgeting 
is now so undisputed that it may be 
interesting to financiers and business 

men, to discuss its benefits in the reduc- 

tion of costs, now considered of 
extreme importance, even though it 
would be impossible in the limited 

space to go into full detail. 

Probably the most striking 

way to picture the broad idea 

of a budget as applied to an 

entire business, is to face the 

fact that every single dollar of 

gross income represents, when 

divided up, so many pennies 

for material, so many for la- 

bor, so many for administra- 

tive cost, so many for sales 

cost, so many for advertising, 

etc. The remaining pennies (if 

there are any) represent profit. 

If a business man once thoroughly 

grasps the idea of analyzing his 

sales-dollar in this way, he can quickly 
see the vital value of budgeting his 

business, because he sees how delicate a 

balance of pennies and percentages in each 

dollar must be maintained to come out 
right. And you cannot come out right at 
the end of the year unless you plan every 
step of that year. The old way was to 
examine your status at the end of the 
year, when all is over—a “post mortem.” 

The new way is to plan for your year in 

advance, a “program.” 

As all budget figures must have a com- 
mon basis upon which their computations 
are made and as all 
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finance a business by borrowing or ob- 
taining capital, but to run a business you 
must have the income from the business 
itself, which is represented by the Sales 
Dollar or the gross business dene. 
Equally important with the Sales Dollar 
or income is the division of same as to 
how many “pennies of profit” you have 


left over in each Sales Dollar after you 

a'lot its proportion to production, market- 

ing and administrative operations. This 

division of the Sales Dollar is- graphically 

illustrated in the accompanying chart, 

with divisions as pieces of the pie, 

in which the profit is the piece of 

“pie” that is left after the rest 

has been devoured by the “op- 
erations.” 


Uses of Budget Forms 


The master-budget forms are 
arranged to contain all neces- 
sary fundamental or illustrative 
figures and to show two things: 
1. The proposed or budgeted 
figures full for the entire 
term of the budget (usually 
12 months) : 
2. The actual results achieved to 
date by each division and, prefer- 
ably, also their per cent of the corre- 
sponding budgeted figures. 
Corresponding figures, for the past year 
or an average of several years, may also 
be shown, but are not in any way essen- 
tial to the complete comparison and anal- 
ysis of current results. 

In the table is seen a typical budget out- 
line which, better than mere words, will 
illustrate the value of such a detailed 
division of operations, responsibilities and 
percentages of same. After the number 
of Sales Dollars as well as their division 
arranged then comes the intentive 

conference of the 


in 


is 





heads of depart- 





activities depend 
upon the gross sales 
or business done, 
the first figures to 
budget are the pro- 
posed sales for the 
coming period and 
those figures are the 
ones first worked 


Main Divisions 


TYPICAL BUDGET DIVISIONS OF A SALES DOLLAR 


VARIOUS DIVISIONS AND SUB-DIVISIONS OF A BUSINESS WITH LOW 
PRODUCTION, HIGH MARKETING AND MEDIUM ADMINISTRATIVE COSTS 


Sub-Divisions Further 


Material 1713 { 


Finishcd 


{ Factory 


Productive ..... .1921 


Raw material....... 


ments, which finally 
ends in the finished 
budget of produc- 
tion quotas, expense 
and finance. Upon 
this the business is 
built for the follow- 
ing year and to the 


Sub-Divisions 

.0621 

material.... .1092 
. .1508 


0413 


.0192 
. .0108 
. .0132 

-0110 
. .0935 

0233 
0221 
.0121 
-1201 
-0163 
0168 
. 0112 
. 0136 

-0116 
0102 
.0482 


-0249 
0101 


- .0110 
0018 


-0185 
0051 


-1122 


U Repair shop........ 
§ Expenses .... 
-0390 USalary ....... 
Expenses 
Salary 


Production final plan all em- 
ployees will give 
their last ounce 
of effort. This co- 
ordination is like the 
strategy plans for a 
battle. All the ob- 
jectives and moves 
pertaining to each 
department and in- 
dividual is laid out 
for his part in the 
game, thereby 
holding each one 
responsible for 
the accomplishment. 
The true _ budget 
plan carried out to 
its ultimate end by 
this team _ work, 
is of inestimable 
value. 
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out by the business 
budget conference. 

It is obvious that 
if the billings to be 
achieved amount to 
$1,000,000, the same 
amount of goods 
must be produced, 
marketed and ad- 
ministered and the 
quota, expense and 
capital budgets 
would naturally be 
in proportion to 
such business done. 


Repairs ..... 


Overhead .... .0242 { 


§ Travelers ........ 
-1168 1 Salesmen 
{ Travelers 
-0342 . Brokers 
{ Space 
| Printed matter...... 
LO! Pere 
este ( Material ... 
.0252 { Expenses ... 
Salaries ...... 


Selling 
Commission 


Marketing .... Advertising .1364 


Me d 
Overhead ...... 


{ Expenses ... 

RED <xcntnasaawe 

| ee 

USupervising ........ 
Current ........ 

orgs { $urre 

§ Dep. 

U Losses .... 


ee -0584 


Ex. expense....... .0350 
Administrative .......... 
Dollars of Gross Int. & dis........ sees 


Business Done 





0236 
-1122 


Dep. & losses. . 


In a “going” busi- Net profit eeeccresecces 
ness the Mighty 
Dollar is the Sales 


Dollar. You can 
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Bond Opportunities for Shrewd 


Investors 


A List of So-Called Second-Grade Bonds That 
Are Attractive From a Price Viewpoint 


T is a definitely established economic 
| rule that the market prices of highest 

grade investment bonds fluctuate in 
accordance with the available supply of 
money (or credit), which is the determin- 
ing factor in interest rates. An article 
which appeared in the last issue of this 
entitled “Are Bonds High 
clearly explained this funda- 


Magazine 
Enough ?” 
mental principle. 

The article referred to pointed out how 
the large accumulation of capital, now on 
hand, would act as a support to present 
prices of high-grade bonds and prevent a 
reaction of any size occurring. This con- 
dition will automatically continue until 
such a time as a revival in business draws 
upon the available supply of capital so 
that it has been reduced to a level where 
the demand is in excess of the supply. 
Interest rates will then turn upward and 
prices of gilt-edged bonds, accordingly, 
will follow a downward course. 

These fundamentals, however, apply 
only to the highest grade of bonds, those 
issues which are so well protected from 
a standpoint of earnings and equity that 
there is no question as to the safety of 
income or principle even in times of busi- 
ness depression. Bonds that are of a 
more speculative character are affected by 
other influences in addition to fluctuations 
in money rates and the particular condi- 
tion of the issuing company or the indus- 
try represented has a specific bearing on 
the price of the bond. 

At the present time practically all bonds 
are selling on a much higher plane than 
they were a year ago. While there is still 
room for further appreciation in the bet- 
ter grade issues it must be conceded that 
a large part of the “cream” is off the rise 
and one would now purchase that class of 
issue more from a standpoint of per- 
manent investment than for profit. 

On the other hand, many bonds of the 
so-called “second class” offer attractive 
profit possibilities with a comparatively 
small amount of risk. These bonds, as a 
class, have been lagging behind for the 
reason that they have been influenced, in 
the main, by the lack of earning power 
of the issuing companies. By careful dis- 
crimination, however, bonds of this class 
may be selected that have not as yet fully 
discounted a complete recovery from the 
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THE ISSUES SELECTED 


Appx. 
Yield 


Appx. 
Price 
Cuba Cane Sugar Corpora- 
ee De Sastssncsoee & 
Cuba Cane Sugar Corpora- 
0 


8.90% 
8.75% 
5.25% 


tion 7s, 193 nen . 
N. Y. Central 6% Conver- 
tible Debentures, 1935. 
Brooklyn Union Elevated 
Firct 5s, 1950 . 
Virginia-Carolina Chemical 
First 7s, 1947... A 
Virginia-Carolina Chemical 
Convertible 744s, 1937... 98 


6.20% 
7.15% 


7.70% 














period of depression of those companies 


which are now reasonably certain of 


making a successful “comeback.” 


The Sugar Situation 


One of the most interesting situations 
in this regard is in the sugar industry 
Six months ago the outlook for many of 
the sugar-producing companies was very, 
very uncertain. Huge stocks of sugar 
were on hand and the price was, in many 
instances, even below the cost of produc- 
tion. Today these companies are facing 
the return of a period of prosperity. The 
heavy carry-over of 1,200,000 tons of 
Cuban raw sugar, which caused so much 
worry at the first of the year, has been 
nearly wiped out and indications are that 
the unusually large crop of 3,900,000 tons, 
in addition, will have been consumed be- 
fore the end of the year. 

Consumption in the United States is 
running at the present at the rate of 5,- 
500,000 tons annually and promises to be 
about 5,200,000 tons for the year 1922, or 
fully 1,000,000 tons greater than in 1921. 
Sugar, today, is selling not far from the 
4c mark and the outlook is for high prices 
throughout 1923. The stronger com- 
panies, therefore, should not only be able 
to replace badly depleted working capital 
but take care of deferred maintenance, 
and consider the question of resumption 
of dividend payments. 


Position of Cuba Cane 


With these favorable developments in 
the general situation, the outlook for the 
Cuba Cane Sugar Corporation, one of the 
largest individual producers in the world, 


is quite encouraging. Last September the 
company was in a most difficult position 
and it was quite frank in stating in a 
notice to holders of its $25,000,000 7% 
Debenture Bonds of 1930 that 
was able to arrange a loan of $10,000,000 
receivership unavoidable. Happily, 
this loan was provided for by a 1-Year 
7% Note issue which was taken by banks, 
after holders of about $17,500,000 of the 
7% Debentures had consented to a subor- 
dination of their lien to the loan 
As compensation for this 
subordination, assenting debentures were 
interest at the 


unless it 


was 


new 
consenting to 


stamped, allowing them 
rate of 8% to maturity instead of 7% 

Arrangements have been made for the 
refunding of the $10,000,000 Note, which 
matures October 1, 1922, through the issu- 
ance of a subsidiary company mortgag« 
issue of a like amount which has already 
been underwritten and other current loans 
have been satisfactorily renewed. The 
company, therefore, has no impending 
debts that might cause it embarrassment, 
and if general conditions turn out accord- 
ing to present indications, the company 
should be entirely “out of the woods” by 
the Fall of 1923. 

As the Debenture holders who ar: 
receiving 8% interest consented to only 
a temporary subordination to the 
money the 7% bonds will have no better 
degree of security after the loan has been 


now 


new 


paid off 

With the exception of the fiscal year 
ended September 30, 1921, the Com- 
pany’s profits have always shown a wide 
margin over fixed charges. Interest at 
the rate of 8% on $17,549,600 Debentures 
and 7% on the balance of $7,450,400 
ageregate $1,925,496 per annum. This 
compares with net earnings, after depre- 
ciation and inventory adjustments, for the 
ended September 30th, as 


c 


fiscal years 
follows: 


1917 
1918 
1919 
1920 
1921 


$7,559,060 

4,806,079 

8,340,391 

14,500,719 
(deficit) . 15,452,841 

According to the Balance Sheet of Sep 

tember 30, 1921, the property account was 

carried at $93,000,000 and total net assets 

behind the outstanding $25,000,000 Deben- 
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tures, after the deduction of all other 
debt, amounted to over $82,005,000, or 
more than $3,250 per $1,000 of par value. 
Based on present market quotations of 
the preferred and common stocks (500,- 
000 shares of each) the indicated equity 
over and above the outstanding Deben- 
tures is in excess of $28,000,000. 

At the present time the 8% Deben- 
tures are quewd at about 95, yielding 
about 8.90% to maturity and the 7s, at 
about 90, yielding approximately 8.75%. 
Although these prices are far above the 
low marks, Cuba Cane, for the first 
time since its difficulties, is now in a 
position where its future can be viewed 
with confidence and the debentures 
should be in line for further market ap- 
preciation. They are, of course, not a 
true investment, having a speculative 
element not belonging to first-class in- 
vestment issues. 


Railroad Situation 


Practically all the Railroads are show- 
ing very decided improvement in earnings 
compared with last year. The fact that 
splendid carnings are being reported by 
many roads augurs well for the future. 
When it is considered that general busi- 
although better than it was last 
year, is still far from what could be called 
satisfactory, it is very reasonable to be- 
lieve that if a return of prosperity should 
manifest itself in the next few months or 
a year some of the roads will share in it 
to the extent of very large profits. 


ness, 


New York Central is one of the roads 
that appears to be in line for greatly 
enhanced earnings in the not far distant 
future. So far this year, net income is 
running at the rate of 14% per annum 
on the capital stock, on which dividends 
are being paid at the rate of $5 per share 
per annum. These satisfactory earnings, 
equal to practically three times the divi- 
dend, with the best part of the year yet to 
come, have naturally caused much discus- 
sion in the “Street” as to the possibilities 
of an increased disbursement. The gen- 
eral impression seems to be that the stock 
will go on at least a $6 basis eventually. 

It is hard to say just when favorable 
action on increasing the dividend may be 
taken by the directors. It is unlikely to 
expect any such good fortune while the 
present strike is on, but the market prices 
of all railroad stocks would indicate that 
the strike is of greater importance on the 
first pages of the newspapers than it is 
actually, and it will probably come to an 
abrupt ending as is usually the case in 
disturbances of this kind. The writer's 
opinion is that a dividend increase in 
N. Y. Central can be expected almost any 
time after the first of next year. 

While the majority of railroad bonds 
have to a large extent reflected the im- 
provement in their market prices, there 
are numerous issues that are almost cer- 
tain to show {further appreciation in price. 


Convertible 6s 


The New York Central Convertible 
Debenture 6s of 1935 are such an issue. 
These bonds, issued and outstanding in 


a9 


amount of $100,0.0,000, although not spe- 
cifically secured by mortgage, are the di- 
rect obligation of the company and rank 
ahead of the $250,000,000 capital stock. 
At present prices this stock represents an 
equity of about $242,500,000 over and 
above the outstanding Debentures. 

The Debentures are convertible into 
this stock at the rate of $105 per share. 
The Debentures at their present price of 
107 yield about 5%4% which is slightly 
better than the return on the stock. In 
1901, N. Y. Central stock sold as high as 
17414; even as recently as 1916 it sold 
up to 114%. Currently, the stock is quot- 
ed above 97 and if it were to be placed 
on a $7 dividend basis it might very easily 
advance to 130 or 140, or even higher. 

Considering the proximity of the 
stock to the conversion level, the bonds 
appear in an attractive position and 
offer a good opportunity for market 
enhancement. 


Traction Situation 


Traction situation 
Econ- 


The New York City 
is one that is clarifying rapidly. 
omies and reductions in opearting costs, 
which have come about as a result of the 
return of general conditions to a mor¢ 
nearly normal have in many in 
stances turned deficits of a year ago int 
substantial profits. 

The Brooklyn Rapid Transit Systen 
has made very remarkeble progress 
toward a recovery of its equilibrium. Thx 
is now reporiing sub 
stantial profits, whereas a year ago a 
large deficit was being rolled up. All in 
dications are that the receivership will b« 
lifted before the close of the year and 
plans for a reorganization of the com 
pany will, in all probability, be announced 


basis, 


company, in fact, 


next fall. 
Of the Brooklyn Rapid 
(Continued on page 633) 


Transit System 





An Interesting Bond Program 


Suggestions for 


a $15,000 Investment, to 


Yield Nearly 5.80%—Income Received Monthly 
By PERRY A. EMERSON 


HE accompanying table offers a well- 

diversified list of bonds grouped 

according to the months in which 
interest payments fall due. As can be 
seen, holders of one or more bonds in 
each group will receive interest every 
month in the year. This is a feature hav- 
ing a direct appeal to many investors 
those, for example, who wish to meet cur- 
rent monthly expenses from investment 
income; or others who wish to follow a 
regular re-investment prcgran, calling for 
new commitments every 30 cays. 

The table gives the maturity dates of 
each issue. It is further elaborated by 
the columns showing the par value of each 
issue (arranged with available denomina- 


mind) which it would seem de- 
sirable to purchase, with an investment 
of about $15,000 cash in mind; and the 
actual return that would be received were 
the complete program to be followed. 

It may be noted that a railroad bond, a 
utility industrial bond is 
specified in each group. Investment status 
may be determined by con- 
sulting the “Bond Buyers’ Guide,” on 
another page of this which rates 
every one of the securities recommended 

The actual income yield of nearly 5.80% 
to be from this program is ex- 
cellent, degree of 
safety. ‘It would, of be enhanced 
with the bonds held to maturity. 


tions in 


bond and an 
of each issue 


issue, 
obtained 


considering the 
course, 


high 











JANUARY AND JUL 
Balto. & Ohio S. W. Div. 3% 
Montana Power 5s, 1943 
Comp., Tab. & Recdg. 6s, 1941 
FEBRUARY AND AUGUST 
Hudson & Manhattan Ist 5s, 1957 
Philadelphia Co. 6s, 1944 
Liggett & Meyers deb. 5s, 1951... 
MARCH AND SEPTEMBER 
Missouri Pacific Gen'l 4s, 1975. 
Detroit Edison refdg. 5s, 1940. 
Adams Express 4s, 1948. . — 
APRIL AND OCTOBER 
ag & Western cons. 4s, 1996 
S. C. of New Jersey 5s, 1959. 
on Merc. Marine 6s, 1941 
MAY AND NOVEMBER 
Minn. & St. Louis cons. 5s, 1943 
N. Y. Telephone Co. 4'4s, 1939. 
Goodyear Tire & Rubber §&s, 1941 
JUNE AND DECEMBER 
Iowa Central Ist 5s, 1928 
Amer. Tel. & Tel. 5s, 1946 Jasiuons 
Armour & Co. R. E. 4s, 1939 
TOTAL COST: $14,805. 
ACTUAL ANNUAL RETURN: 
ANNUAL INCOME YIELD: 





THE PROGRAM 


$855.00. 
5.78%. 


Actual Return 


Par Value Approxi- 
(Scmi-Annual) 
$ 8.75 


Rccommended mate Cost 
$500 $465 
500 490 
500 485 


500 430 
500 495 
5,000 4,900 


500 340 
500 485 
500 400 


500 460 
1,000 850 
1,000 960 


1,000 800 
500 75 
500 575 


1,000 800 
500 495 
1,000 900 
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HOSE whose memories stretch back 
far enough—and they don’t have to 
stretch back very far at that—have 
more or less vivid recollections of at least 
ne investment medium which was con- 
sidered the non plus ultra, sine qua non 
and investment de lure of a generation 
ago—the real-estate mortgage. 

The legal advisers of that day were far 
more conspicuous in the family affairs 
than they are today; much like the 
physicians, they were called into consulia- 
tion under any and all circumstances. 
Chief among the duties they often as- 
sumed was recommending investment me- 
diums for the family savings. The banks 
hadn't developed far enough to shoulder 
so much of this burden then; the trust 
company was comparatively new; there 

ere practically no independent financial 
publications willing and able to dissem- 
inate investment education. So the family 
lawyer got the job, whether he wanted 

or not. 


What Advisers Advised 


Whether because of limited knowledge, 
r because it was the easiest way out, the 
learned counsel almost invariably advised 
lacing idle funds in real estate mort- 
vages. In fact, in some legal offices the 
practise of securing mortgage money for 
»wners, builders or landlords who re- 
uired it, and vice versa of securing 
\origage opportunities for individuals 
vho wanted to invest money in this 
ashion got to be more of a_ business 
than the practise of law. 

This writer has no means of determin- 
ng what percentage of the total amount 
if funds so placed was “lost.” For all 
he knows, and he believes it to have been 
he case, the great majority of the mort- 
ages so assumed were regularly main- 
ained, and met at maturity without any 
loss whatsoever and with a good income 
to the mortgagor. But it happens to have 
en his individual experience, and the 
xperience of many others with whom 
he came in contact, that the investment 
f funds in this fashion was in many 
ases highly regrettable. 


The Trouble 


The trouble sometimes lay with the in- 
lividual who got you to “buy” a given 
mortgage. He would appear to know 
his business, there was no public authority 
to consult, you didn’t have time to ex- 
amine the property itself, or interview 
the actual owner; so you trusted to your 
adviser’s judgment—and found out, just 
a little too late, that he had gotten you 
into a property that never could su: tain 
itself, and which you had to foreclose 
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Real Estate Mortgage Bonds 


What They Offer the Investor—The 
Contrast With Old-Time Mortgages 


By W. M. GEOFFREY 


Other times, the trouble lay with the 
personal element that obtruded itself into 
the transaction. Your mortgage would 
be on a property owned by a decent, 
well-meaning fellow, whom you got to 
know in a rather intimate, personal way 
as the result of your financial relations 
with him. Things would go along all 
right for a time; and, meanwhile, your 
personal liking for the mortgagee would 
increase. Then, something would happen 
to his affairs; he would have reverses 
of one sort or another. If you had 
never known him—if your relations with 
him had been through an impartial, cold- 
blooded intermediary, such as a trust 
company—the bu:iness of forcing him to 
live up to his obligations wouldn't have 
been so distasteful. But you did know 
him; he would come to you with all 
the sorrowful story of his misfortunes; 
you simply couldn't grind him down. 
The result would be the indefinite sus- 
pension of interest payment:, if not a 
total loss on your investment. 

A final objection to real estate mort- 
gages, as then dealt in, was the huge 
(comparatively speaking) expense in- 
volved in foreclosure, when things went 
wrong; the difficuliics presented by the 
necessity of taking the property over, if 
the foreclosure sale did not mect your 
morigage; the cost of rehabilitating and 
operating the property, if you took it 


over, 
Remedying the Trouble 


Time, and the experiences of many 
years, have brought about great changes 
in all phases of fiance. Today, the 
investor is protected to a degree not 
dreamed of twenty years ago; he has a 
far wider choice of investment mediums ; 
many advisory organizations have sprung 
up to assist him in his operations. 

But in no field, perhaps, has there been 
a greater improvement, or one of 
greater importance to the investor, than 
in the real estate mortgage field. 

Real estate mortgages today are, in 
ever increasing degree being dealt in 
according to methods that relieve them 
of practically all their old-time short- 
comings, as outlined above, and give 
them a number of special attractions. 
Today, the practise is for the mortgagee 
to deal with a large financial institution, 
which employs experts in passing upon 
the value of his property, its earning 
power and his own credit. Having satis- 
fied itself that the property is a “good 
risk,” as the insurance agents say, the 
institution then splits up the mortgage 
into what are known as mortgage bonds 
—frequently in as small denominations 












as $100; these bonds are then sold to 
individual investors 

The modern method reduces the ele- 
ment of risk almost to NIL by reason 
of bringing expert specialists into the 
transaction. It does away with the 
personal element which used to in- 
fluence many transactions of the kind 
in the old days. And, because of the 
integrity and great resources of most 
of the institutions dealing in this field, 
it practically precludes any possibility 
of loss under foreclosure. 

Two types of real estate mortgage 
bonds can be had. One type is guaran- 
teed by the issuing institution. The other 
type is not. But in the case of most of 
the institutions now operating in this 
field, it is a question whether this differ- 
ence is not negligible. Generally, the 
terms of the mortgagee require amor- 
tizing payments on interest dates, so that 
the element of safety in each individual 
transaction is constantly increasing; also, 
as already pointed out, the individual 
transactions are surrounded with the 
greatest safeguards to insure the integrity 
of each one. 


Objections and Compensations 


The few objections that can be mus- 
tered against mortgage bonds, as now is- 
sued, spring principally from the fact 
that they cannot always be instantly mar- 
keted, at the cost price, when that is de- 
In this respect, they are unlike 
which, 


sirable. 
the famous Argentine Cedulas 
while nothing more than mortgage bonds, 
enjoy a constant, open market. There is 
a direct and vital compensation for this 
“disadvantage” (really, too emphatic a 
term), namely, that irrespective of what 
conditions may be elsewhere the distrib- 
uting institutions make it their business 
to insure that the bonds will be taken up 
at maturity and that there will be no in- 
terruption in interest payments. I» other 
words, your investment does not fluc- 
tuate. There is the additional compensa- 
tion in the interest yield this security class 
pays—0, somctimes 642%, at present, or 
from 1 to 14% more than could be ob- 
tained from other securities in many cases 
not so safe. 

The intending investor, who is consid- 
ering the purchase of mortgage bonds, 
can be warmly encouraged, providing 
only he discriminates in favor of institu- 
tions of the greatest integrity and long 
standing. Any bank or trust company 
officer will tell you what institutions fill 
this bill. 


(This is the second of a serics of one-page 
articles dealing with leading bond classcs, such 
as Governments, Municipais, Real Estate Mort- 
gage Bonds, Equipment Trusts, Guarantccd 
Bonds, ctc.) 
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Inquiries on New Security Offerings 


Inquiries on Other Securities Will Be Found in Their Respective Departments 


LONG-BELL LUMBER CO. 
A Well-Secured Issue 


Do you favor the purchase of Long-Bell 
Lumber first mortgage bonds recently offered? 
—T'. J., Chicago, 1. 


The Long-Bell Lumber Co. $9,000,000 
Ist mortgage 6% bonds Series A due 1942 
are secured by a first mortgage on stand- 
ing timber having a value as indepen- 
dently appraised, equal to 100% of the 
face value of the bonds and are further 
secured by a mortgage on plants and mills 
making the aggregate security twice the 
amount of the issue. The balance sheet 
as of May 31, 1922, shows net tangible 
assets of seventy million. Working capi- 
tal of the company is over thirteen million. 
Net earnings during the past ten years 
have averaged three and a half million 
dollars. \t the offered price of 96 the 
yield is 6.35% and looks attractive in view 
of the large security behind the issue. 


INDIANA GENERAL SERVICE 5s 
A High-Grade Issue 


I would like to have your rating of Indiana 
General Service first mortgage 5% 
Y. 


bonds.— 
FF. O. L., Cortland, N. 


Indiana General Service Co. owns and 
operates electric generating plants and an 
interconnected high-tension transmission 
system, supplying, without competition, 
electric power and light to Muncie, Marion 
and Elwood, Ind. All franchises are un- 
limited as to time. The $3,322,000 first 
mortgage bonds, due 1948, are secured by 
mortgage on property valued at 
about seven and a half million. Annual 
average net revenues for the five years 
ended May 31, 1922, were $464,768 as 
against interest requirements, including 
this issue, of $216,125. Entire common 
stock of this company is owned by the 
American Gas & Electric Co. which is 
closely identified with General Electric in- 
terests. At the offered price of 90 the 
yield is 5.75%. In our opinion this is a 
high-grade bond. 


a tirst 


CENTRAL INDIANA POWER 7s 
Yield 7.39% 


T am taking advantage of your offer to pass 
on new security offerings to ask your opinion 
of Central Indiana Power Co. 7% bonds. The 
yield of 7.39% looks attractive and I am 
tempted to make an investment provided you 
consider them sufficiently well protccted.— 
S. A. T., Philadelphia, Pa, 


Central Indiana Power Co. $2,000,000 
7% collateral gold notes due 1925 are a 
direct obligation of the company and are 
secured by lien, subject only to the lien 
of the company’s first collateral mortgage, 
on all the outstanding bonds and 75% of 
the issued voting stock of the subsidiary 
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companies now deposited under first col- 
lateral mortgage. The combined value 
placed on the properties of the subsidiary 
companies by the Public Service Commis- 
sion of Indiana is largely in excess of the 
first mortgage and notes outstanding. 
Earnings for the year ended May 31, 1922, 
after deducting interest on the first mort- 
gage bonds, were equal to four times the 
interest requirements of these notes. In 
view of the good earning power of the 
company these notes can be regarded as 
an attractive. business man’s investment 
and we believe you are justified in plac- 
ing a portion of your funds in this issue. 


PHILIPPINE GOVERNMENT 4's 


Exempt from All Taxation 


interestcd in the purchase of tar 
crempt bonds the recent offering of Philippine 
Governmnt 4%% bonds looks attractive. 1 
want nothing but gilt cdge securities and have 
been a little doubtful as to whether this issue 
quite measures up to my standard as they are 
not guaranteed by the United States. Would 
appreciate your opinion.—N. . R., Atlanta, 
Ga, 


As I am 


Philippine Government $15,000,000 44% 
gold bonds, due 1952, in our opinion can 
be rated as a gilt-edge security. It is true 
that they are not guaranteed by the United 
States but in this connection the remarks 
of the Attorney General should be noted. 
In an opinion as to the legality of the 
issue he stated: “This issue and sale of 
bonds is authorized explicitly by the Na- 
tional Power and while in the strict and 
legal sense the faith of the United States 
is not pledged as a guarantee for the pay- 
ment of the loan or for the due use of 
the proceeds or the observance of the sink- 
ing fund requirements, the entire trans- 
action is to be negotiated under the aus- 
pices of the United States and by its rec- 
ogrition and aid. There can be no doubt, 
therefore, that the National Power will 
take the necessary steps in all contingen- 
cies to protect the purchases in good faith 
of these securities.” These bonds are ex- 
empt from all taxes. Estimated total 
wealth of Islands is $5,500,000,000; as- 
sessed valuation of real property $745,- 
686,781; bonded debt $45,000,000 including 
this issue. Grosss business of the Islands 
has increased from two hundred million 
in 1907 to nearly nine hundred million at 
the present time. At the offered price of 
99 the yield is 4.55%. 


WATAB PAPER 6s 
Yield About 7% 


What is your opinion of Watab Paper first 
mortgage 6%% bonds. I am considering an 
investment in this issue.—C. H. G., Cham- 
puign, Ill, 

Watab Paper owns a complete pulp and 
paper making plant with a capacity of 
over 25,000 tons per annum of book and 
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miscellaneous print papers, at Sart 

Minn. The $1,250,000 bonds are secured 
by a first mortgage on property appraised 
in 1919 by the American Appraisal Co. at 
$2,800,000, exclusive of timber lands 
valued at nearly half a million. Averag 
earnings for six years ended Dec. 31, 
1921, were over five times interest 1 

quirements, and in 1921 two and a ha 

times. Working capital must be mai: 

tained at 50% of amount of bonds out 
standing \t offered price these bonis 
yield 7%. While they appear to be well 
secured, we would suggest instead Si 

clair Consolidated Ist lien and collateral! 
7s, selling on the New York Stock E» 
change at 99. 


CONSTANTIN REFINING EQUIP 
MENTS 


Yield 614% 


How do you regard the equipment trust ce 
tificates of the Constantin Refining Co.? 
G. E. K., Toledo, O. 

Constantin Refining Co. $750,000 74% 
car equipment trust certificates are s¢ 
cured by title to 60 all-steel tank cars 
built by the Standard Tank Car Co. in 
1919 and 1920, and costing $1,410,000. In 
addition both principal and interest ar« 
unconditionally guaranteed by the Con 
stantin Refining Co., to which these cars 
are leased at a rental sufficient to pay 
principal and interest as they fall duc 
Net earnings of the company for the past 
six years, after depreciation and interest, 
averaged ten times interest on these cer- 
tificates. They mature $36,000 every six 
months from October 1, 1922, to April 1, 
1932. These equipments, in our opinion, 
are well secured and attractive at the of 
fered price, which gives a return on the 
investment of 6%%. 


ST. PAUL EQUIPMENT TRUST 5s 
Yield 5 to 5.4% 


Do you consider the Chicago, Milwaukee & 
St. Paul equipment certificates a gilt-edge se- 
curity?—H. W., Chicago, Iil. 

St. Paul equipment certificates, Series 
A, due 1923-1937, are secured by a first 
lien on new standard railway equipment 
costing $10,790,000, as compared with the 
issue of $8,085,000. This equipment was 
contracted for during the last eight 
months at the lowest level of prices that 
has prevailed since 1917, and substantially 
below present market prices. The equip- 
ment is leased to St. Paul for an annual 
rental equal to the annual maturities of 
principal and the semi-annual dividend 
warrants. These certificates can be re- 
garded as a gilt-edge investment. Ma- 
turities from 1928 on are offered at a 
price to yield 5.40%. 
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BOND MARKET SHOWS CON- 
TINUED STRENGTH 


General Market Moves Into Higher 
Ground—Miscellaneous Industries and 
Speculative Railroad Bonds Favored 


ENERALLY speaking, the bond 
J market gave signs that investment 
demand for the better grade has by 


no means abated. In fact, continued ab- 


sorption of representative bond issues 
was a feature. However, the movement 
these issues was somewhat obscured 


that greater attention was paid to bonds 
middle and speculative grade. 
Among true investment issues, Liber- 
ties were inclined to be somewhat inactive 
d prices as last recorded were under 
the highest prices for the year. In the 
reign department there were some rather 
lent changes, the Anton Jurgen 6s hav- 
ing made a net decline of about 8 points, 
d the City of Greater Prague 8s having 
made a decline of equally liberal propor- 
It has been a more or less com- 
on practice among bond 
withdraw their supporting 
issue is sold. Upon withdrawal of 
such support these have to take 
ire of themselves in a natural market 
nd very often this results in a material 
because of lack of concentrated 
support. This seems to have been the rea- 
son for the decline in the Jurgens and 
Prague issues rather than any fundamen- 
tal reason. Especial activity was noticed 
in the Brazil Cent. R. R. temporary 7% 
certificates an advance of over two points 


tions. 
syndicates to 
orders once 
the 
bonds 


lecline 


heing recorded. 


Sugar issues were again strong, the 
leading features being Punta Alegre 7s 
ind South Porto Rico 7s, the latter be- 


in especial demand. In this connec- 
tion, it should be noted that the South 
Porto Rico 7s are given first position 
mong the middle-grade industrials listed 
in the accompanying table. 


ng 


The tire bonds were rather weak, Good- 
rich 6Y%s being especially so. The Good- 
ear 5s were also in supply. The reason 


for this market action is to be found in 


the unsettled condition of the tire market. 


Railroad Issues 


Attention was paid to railroad issues 
of companies whose earnings are indubi- 
tably on the up-grade. Among such were 
the Chicago, Milwaukee & St. Paul bonds, 
particularly the convertibles, the Erie con- 
vertibles, N. Y. Central debenture 6s, 
Missouri Pacific gen. 4s and N. Y., N. H. 
& H. convertible 6s. The trend in middle- 
grade and speculative railroad issues is 
strongly upward as it becomes more and 
more apparent that earnings of the car- 
riers are on the up-grade and that inter- 
est is not only being earned by a safe 
margin but substantial surpluses are be- 
ing earned for the junior stocks. A broad 
market for railroad may be ex- 
pected to continue for a very considerable 
period and investors should closely ex- 
amine the opportunities presented in this 
field. 

Money conditions continue favorable 
and are expected to remain so during the 
period immediately ahead. 
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PRM oo toM 


(aa) Lowest denomination, $5.000. 
(a ) Lowest denomination, $1 000. 


based on actual earnings of last five years. 


Sor anwcrr 


SNOOP wrr 


SOOM me 1 


SLESNAMP wwe 


SLPNASaPwrM 


BOND BUYERS’ GUIDE 


BETTER GRADE 


Foreign Governments. 
Ciey of Chwristionian (b> Os, 2068.....ccccccccccccece 
Danish Municipal (b) S. K 8s, 1946.. 

City of Zurich (b) 8s, 1945..... 
City of Copenhagen (b) 5%s, 1944..... 
Kingdom of Sweden 6s, 9 
SE Sk, ME anc cunenens-concuendannessoseees ° 
U. K. of Gr. Britain & Ireland c) Sthe, BOST. .cccccccces 
Dominion of Canada (c) 6s, 19381 ° 

MORE SPECULATIVE 

i Oi eC sd ceeeebaaneee nee 
ee Oe Ce Ge WR. Pcs cccaccocccocceseonees ese 
"EF, k FRSA ghee eeeRS ae 
Se ae Oe BED UE A Soweudecenncccvcs 

Railroads. GILT EDGE. 
Balt. & Ohio S. W. Div. (b) Ist Mtg. 3%s, 1925......... 
Ches. & Ohio (a) Genl. Mtg. 4%%4s, 199 
Delaware & Hudson (a) Ist & Ref. 4s, 1948.............. 
Southern Pacific (b) Ist Ref. 4s, 1955............. ° 
Chic. Burl. & Quincy (a) Genl. Mtg. 4s, 1958 
New York Central Genl. Mtg. 3%, 1997. 
Mw. ¥.. Cale. @ Se. Leute Bet Mee. Ge, 2088... .ccccccccccce 
Atlantic Coast Line (a) Ist Mtg. 4s, 1952 peneeétneceenenee 
Pennsylvania (a) Genl. Mtg. ee Bec cececccesescoocce 
West Shore (a) Ist Mtg. 4s, 2361 
Norfolk & Western (c) Cons. 4s, 199 
Central R_ R. of N. J. (a) Genl Mite 5s, ME Aaaanakas 
Atchison fe) Genl. Mtg. 4s, 1995.... 
Chic., R. I. & Pacific (a) Genl. Mtg. ds, "1988 


sobet 4 
es Ge Gee, (ee ee. Oe, Ge. nc csnccccceceecasess 
General Electric (b) Deb. Gs, 1058.......cccccccccccccecs 
International Paper (a) 6s, 1947.............. 
Ce Se Es it ode necadnsteuketeddneuteeet 
i i i Ci Mn. pccencceeanbeneesaweenssedes 
National Tube (a) 6s, 1952............ 
Corn Products (a) 5s, 1934 
U. S. Steel (a) 5s, 1963 
Liggett & Myers (aa) Deb. 5s, 

Public Utilities. 
Ee a ee ee 
Amer. Tel. & Tel. (c) 5s, 1946 
Philadelphia Co. (c) 6s, 1944 
N. Y¥. Telephone (b) 4%s, 1989.... 
Montana Power (c) 5s, 1943 
a. “2 & yi (a) 5s, 


> a ie . SF 
Pacific Tel. & Tel (a) 5s, . ; 
Railroads. MIDDLE GRADE. 
Balt. & Ohio (b) Ist Mtg. 4s, 1948... 
St. Louis-San Fran. Pricr Lien 4s, 1950 
Missouri, Kansas & Texas Prior Lien 6s, ‘1962... 
Ches. & Ohio (b) Conv. 5s, 1945 oe 
Cleve., Cin., Chic. & St. L. (a) Deb. 4%, 1931. 
Pere Marquette (c) Ist Mtg. 5s, 1956 
Southern Pacific (b) Col. Trust 4s, 
Kansas City Southern (a) Ist Mtg. 8s, 
Illinois Central (b) Cel. Trust 4s 1952 
St. Louis Southwestern (a) Ist Mtg. 4s, 1989.............. 
Norfolk & Western (a) Conv. 6s, 1929 
Atchison (a) Conv. 4s, 1960 
Industrials. 
South Porto Rico Ist Mtg. 7s 
Wilson & Co. (a) Ist 6s, 1941 
Comp. Tab. & Recording (b) 6s, 
Adams Express (b) 4s, 1948 ‘ 
Int. Merc. Marine (b) 6s, 1941 
Lackawanna Steel (c) 6s, 1950 
U. S. Rubber (c) 5s, 1947 
Amer. Smelting & ~~. (c) 5s, 
Goodyear Tire (c) 8s, ~ 
Sinclair Ist Lien Col. . Is, ‘1937 
Public Utilities. 
Public Service Corpn. of N. J. 
Detroit Edison (c) Ref. 5s, 1940 
Brooklyn Union Gas (a) 6s, 1945 
Northern States Power (b) 6s, 1941. ......ccccceccccceecs 
es oe ee eens aesenenews 
Utah Power & Light (a) 5s, 1944 
Cumberland Tel . ¥ § Re eee 
Railroads. SPECULATIVE. 
Western Maryland (a) Ist Mtg. 4s, 
Iowa Central (a) Ist Mtg. 5s, 1938........... 
St. Louis Southwestern (a) Cons. Mtg. 4s, 1982.......... 
St. Louis-San Francisco (a) Adj. Mtg. 6s, 1955 
Mo., Kansas & Texas Adj. Mtg. 5s, 1967 
Southern Railway (a) Genl. Mtg. 4s, 1956............... 
Missouri Pacific (b) Genl. Mtg. 4s, 197 
Carolina, Clinch. & Ohio (c) Ist Mtg. 5s, 1938...... Seccee 
Minneapolis & St. Louis (a) Cons. Five. Gs, 1934......... 
Denver & Rio Grande Ist Ref. 6s, 1955. ...........0000055 
Industrials. 
re ee Se OM ncn ce eiekeceeetonesseceeeonset 
Va.-Carolina Chemical (c) 7%s, 1982........ Seeceotesonsce 
American Writing Paper (a) 6s, 1939...... eeccccce ccccece 
American Cotton Oil (a) 6s, 1981 
Cuba Cane Sugar (c) 7s, 1980............ enccodeoseceeses 
Public Utilities. 
Hudson & Manhattan (c) Rfdg. 5s, 1957 
1966 





Peet eee e wees ee eeeeeee 


eeeesesese 

















a, Ss Ce Oe Ch ML pcsccccucneccosnsesooece 
Third Avenue (b) Refg. 4s, 1960....... 
Va. Railway & Power a) be, 1934 


(b) Lowest denomination, $500. 
(c) Lowest denomination, $100. 
(x) This issue was created on May |, 1921. 


78% 


(d) Lowest 


on entire 

Apx. funded 
Yield debt? 
7.20 eee 
7.20 . 
6.80 . 
6.30 ° 
5.62 ° 
6.20 ° 
5.05 . 
5.00 eee 
7.80 
7.65 
7.95 
7.95 
6.10 0 
5.05 2 20° 
4.62 1.65 
4.55 1.65 
4.50 2.40 
4.45 1.80 
4.95 2.35 
4.55 1.55 
4.88 2.20 
4.80 ** 
4.30 3.95 
4.62 1.40 
4.30 3.90 
4.7 1.00 
5.40 t 
4.90 6.75 
6.00 5.55 
5.00 16.70 
4 7 *?* 
5.00 oe 
4.20 60.70 
4.7 8.70 
5.00 4.65 
5.75 3.40 
5.05 4.80 
6.00 
4.70 ed 
5.20 2.90 
5.45 4.15 
5.05 2.10 
6.12 1.75 
4.95 0.80 
5.95 1.60 
6.00 . 
5.30 1.55 
5.88 2.40 
5.12 2.05 
4.70 2.40 
4.90 1.70 
4.95 2.25 
5.10 2.00 
3.40 3.95 
3.90 
6.88 5.50 
6.06 2.10 
6.30 5.45 
5.40 2.60 
6 30 5.15 
5.70 6.90 
5.70 2.35 
5.40 5.00 
6.50 9.55 
7.10 3.70 
6.00 
5.40 2.80 
5.10 *1.35 
5.7 1.80 
5.30 2.20 
5.7 1.80 
5.50 1.70 
6.62 -70 
7.20 : 
7.10 2.00 
7.50 *1.90 
8 60 ° 
6.12 1.85 
6.10 90 
5.90 1.40 
7.60 50 
11.30 ee 
7.00 8 80 
6.70 2.75 
7.40 1.90 
6.55 8.15 
8.60 nee 
6.00 *1.60 
7.35 1.60 
6.60 *1.20 
7.75 cece 
denomination $50 

1, 1920 


+ This issue, which represents the entire funded debt of the company, was created on Nov 


* Number of times over interest on these bends was earn 
** Earnings are not reported separately. 





Int. Earned 


This repcesents number of times interest on the companies’ entire outstanding funded debt was earned 
é 





Interest on this issue was fully covere 








Railroads 





Chesapeake & Ohio Railroad 





Higher Dividends Justified 


Company Would Benefit From Conversion of the 
Convertible 5s Into the Stock—Effects of the Strike 


HE Chesapeake & Ohio Railway is 

unique in that, in addition to being 

primarily a bituminous coal carrier, 
its properties serve as a trunk line from 
Chicago to Newport News. This situation 
perhaps may be attributed to the sundry 
purposes for which different sections were 
built and to the different uses to which 
the road was subjected during its various 
periods of control. Part of the line was 
originally constructed by the State of Vir- 
ginia for the purpose of affording for its 
industries access to the western markets. 
Operations under State control proved a 
failure, however, and the road was taken 
over by Collis P. Huntington, who ex- 
tended the line to the Ohio River and 
closed the gap between Richmond and 
Newport News with the intention of using 
the properties as part of a transcontinen- 
tal system extending from San Francisco 
to Newport News, which ambition, how- 
ever, was never fulfilled. The New York 
Central and Big Four later acquired con- 


By FRED J. DEESEN 


trol, and then the Pennsylvania. Under 
the control of the Pennsylvania the read 
was used principally for coal-carrying 
purposes in lieu of its transcontinental 
business, undoubtedly because of competi- 
tive reasons. The Pennsylvania has since 
sold its holdings, after developing the 
property extensively as a coal-carrier. 
The Chesapeake & Ohio as now com- 
prised extends from Washington and 
Newport News westerly to Cincinnati and 
Chicago, and to Louisville; also northerly 
to Toledo via the Hocking Valley, prac- 
tically all of whose capital stock is owned 
by the Chesapeake & Ohio. The line from 
Chicago to Cincinnati is the shortest of 
any road operated between these two 
cities, and that between Chicago and New- 
port News is about of the average dis- 
tance. Its trunk-line business between the 
latter two cities has not developed to such 
an extent as that of its nearest competi- 
tor for this business, the Baltimore & Ohio, 
which has built up a much more diversi- 


fied trafic. This may be accounted fo 
by the fact that export trade of Newport 
News is not as extensive as that of Balti- 
more, which is served by the Baltimore & 
Ohio. 

Of far greater importance at present 
than its trunk-line business is the bitu- 
minous coal traffic of the Chesapeake & 
Ohio, which normally constitutes about 
70% of the company’s tonnage. Of late 
this traffic has been gradually increasing 
in its proportion to other tonnage, thus 
tending to make the company more and 
more dependent upon it to obtain results. 
This preponderance of coal traffic has re- 
sulted in the company’s earnings becom- 
ing very susceptible to the quantity fluc- 
tuations common to coal production, and 
for this reason it is pertinent for the in- 
vestor in Chesapeake & Ohio securities al- 
ways to keep in close touch with condi- 
tions affecting the coal trade. In general, 
it may be stated that the bituminous coal 
industry ordinarily is subject to great fluc- 
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INCOME, FIXED CHARGES, DIVIDENDS AND 


JUNE 


Net before 


— 4 +— 


Fixed Charg 


ions and disturbances, principally be- 
cause the production capacity of the mines 
is at least 50% greater than requisite to 
supply the normal demand. 


Empty Return Movement 


lhe handling of coal is accompanied by 
an empty return movement, practically 
equal to the Icaded movement in the oppo- 
site direction. This accounts for the extra- 
ordinarily large percentage of empty-car 
mileage that is usually shown in the Chesa- 
peake & Ohio’s operations. Another note- 
worthy feature is the low ton-mile rate 
for this low-grade traffic. Inasmuch as 
coal far exceeds in tonnage the more lucra- 
tive commodities handled by the company, 
earnings of the Chesapeake & Ohio for 

traffic per ton mile are naturally lower 
than the average, so that any variation in 
erating expenses per unit of traffic, such 
as higher wages and material prices, will 
produce a greater effect on net than would 
be the case on the average road. 

Che bituminous coal traffic of the Chesa- 
peake & Ohio originates from four impor- 
tant coal fields whose watersheds are fol- 
lowed by the company’s lines, viz., the 
New River, the Kanawha, the Logan and 
the Kentucky. The lines of its nearest 
competitors for this the Vir- 
ginian and Norfolk & Western, cross the 
watersheds, and in this respect the Chesa- 
pcake & Ohio has a decided operating ad- 
vantage which may manifest itself in the 
future. Another significan' operating ad- 
vantage which the C'-cape.:ke & Ohio 
enjoys over its competitors is that its 
trains do not have to be carried up the 
heavy grades over the Alleghanies. This 
affords opportunity for economy through 
creater train loads without necessitating 
the use of extra locomotives, and there- 
lore a larger gross haul per ton of coal. 
uring the four months ended April, 1922, 

ie train load was 1,216 tons, while its coal 

msumption per 1,000 gross tons moved 
as only 139 pounds. 

The New River field supplies a low 
olatile coal, and traffic originating from 
his district constitutes about 30% of the 
otal coal tonnage. While this is one of 
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business, 


CHESAPEAKE & OHIO 
PRICE RANGE OF 


the oldest fields on the company’s lines, 
its importance as a source of traffic has 
dwindling gradually in comparison 
with the other fields. The Kanawha and 
Logan districts supply a high volatile coal, 


een 


and traffic originating from these districts 
combined constitute about 50% of the to 
tal coal tonrage. These two fields are the 
newest developed sections served by the 
Chesapeake & Ohio, and as a future source 
of supply will prove of great importance 
\s a matter of fact the supply of high 
volatile coal in the present crisis has been 
The Kentucky field 
volatile coal, consti 
traffic 


extremely scarce. 
a’so supplies a low 
tuting about 10% of the total coal 
of the Chesapeake & Ohio. 

All of the above fields are situated near 
the center of the road, and traffic originat- 
ing in these sections is moved either cast 
westerly; also northerly via the 
Hock ng Valley. Prior to 1914 a 
large share of the ccal found a western 
market ; however, due to the rapid develop- 
ment of export trade the situation re- 
versed itself to the end of 1920. 

For a while the Chesapeake & Ohio exper- 
ienced great difticulty in obtairing its proper 
share of this coal traffic for export trade 
because it was not equipped with adequate 
facilities to tandle the business to and at 
tidewater. In 1916 the directors of the 
company justly deemed this traffic of suf- 
ficient importance to warrant enormous 
expenditures to expedite its movement 
and handling. Besides these requirements 
for additions and betterments, it became 
necessary to refund during that year $33,- 
000,000 of 5% secured notes. On account 
of the fact that the common stock 
selling much below par, the company could 
not very well do this financing through 
the sale of stock, and though the propor- 
tion of its funded debt to total capitaliza- 
zation was already higher than usually 
considered sound, the only recourse left 
open to meet the situation was the issuance 
of another series of bonds, amounting to 
$40,180,000 and bearing 5% interest. In 
order to allow a possible means of having 
this creditors’ money changed to owners’ 
money in the future, these bonds were 


made converible into common stock at 


erly or 
very 


was 








80 per share up to April 1923, at 90 per 
share up to April 1926, and at 100 per 
share up to April 1936. 
with its usual 
Beard of Directors also decided in March, 


In accordancs 
conservative policy, the 
1916, to appropriate from income during 
the next three years the sum of $7,500,- 
000, to provide for the difference in capi- 
talization that would be brought about by 
the possible conversion of the bonds into 
stock at less than par. 

The fact that the 
able to finance any of its large investments 
in the past through the sale of 
stock has resulted in increasing the rela- 
tionship of its funded debt to total capi- 
talization as of December, 1921, to over 
The effect of this high proportion 
of funded debt is strikingly illustrated in 
the left-hand portion of the accompany- 
The top full line on the graph 


company has not been 


decade 


75% 


ing chart 
represe:.ts the net income before interest 
The white area from the bottom of the 
chart to the lower full line represents the 
portion of that goes towards 
meeting tixed charges Note the 
tinuous increases in fixed charges and the 
earnings that 
This is not a 


this income 
con- 
great share of is consumed 
to meet them. very health- 
ful situation and should be remedied. Th« 
fluctuations in net income before interest 
brought about by the variations in the coal 
tiaffic are augmented considerably, after 
making deductions for fixed charges, in 
the net applicable to the common stock 
and in the ratio of this latter net to the 
common, because of the comparative small- 
ness of the latter in relation to total capi- 
talization. This accounts for the wide 
range at which the common stock fluctuates 
on the Exchange, as is shown in the right- 
hand section of the chart 


Big Improvement Program 


Once again the company is faced with 
the problem of financing a big improve- 
ment program which it feels essential to 
efficiently handle its rapidly expanding 
tiaffic. This condition has been brought 
about by the rapid development of coal 
mines tributary to the company’s lines un- 
der the pressure for maximum coal pro- 


9 





duction during the wap, the number of 
these mines increasing at that time from 
375 to 635. Feeders were necessarily con- 
structed to the mine fields at a rate faster 
than was possible for the company to bring 
its facilities to such a condition as to eco- 
nomically and efficiently take care of this 
added business. To remedy this situation 
it has been estimated that capital expendi- 
tures amounting to $17,000,000 will be re- 
quired in the next four years, and plans 
are now being made to do some of this 
financing in the near future. 

Under existing conditions a stock issue 
seems far from practicable. Another bond 
issue would increase the already too high- 
ly inflated fixed charges and thus tend to 
further weaken the financial structure of 
the company. The solution to the prob- 
lem seems to lie principally in the con- 
vertible 5s, reference to which has already 
been made. If the holders of these securi- 
ties could be induced to exchange a greater 
portion of these bonds into stock, the com- 
pany’s financ‘al condition would be ma- 
terially strengthened by the resultant 
change of $2,000,000 fixed charges into 
non-fixed charges. Under these conditions 
the issuance of another series of bonds to 
capital requirements under 
consideration would not have as serious 
effect as it would otherwise. The ques- 
tion naturally arises as to how the stock 
can be made attractive enough to induce 
the holders of the convertible 5s to exer- 
cise their conversion privilege. The pres- 
ent basis of this exchange of 80 will be 
increased to 90 in April, 1923, and for 
this reason it would appear a less difficult 
matter to conversion before that 
date. An increase in the dividend rate 
perhaps would be the most effective means 
of causing the desired upward movement 
of the stock and for this reason would be 
justified, provided of course earnings per- 
mit. 


finance the 


secure 


Improvement in Operations 


That earnings do warrant such action 
is verified by the improvement that is 
manifesting itself in the company’s opera- 
tions. The reader is well aware of the ab- 
normal conditions which confronted the 
road during the first four months of 1921 
and which caused the Directors to pass 
the dividends in May of that year. The 
Chesapeake & Ohio, however, emerged 
from this ordeal in good shape and actual- 
ly succeeded in earning a net on its stock 
of $6.68 for the entire year. The improve- 
ment which characterized the operations 
of the Chesapeake & Ohio during the lat- 
ter part of 1921 is still manifesting itself, 
as is reflected in the satisfactory exhibit 
the road has made for the first five months 
of 1922. Despite the fact that this period 
includes two months of the coal strike, 
the road succeeded in earning a net after 
rents of $7,192,118, as compared with 
$3,096,565 for the same period in 1921. 
After making proper deductions for fixed 
charges, there remains a net applicable to 
the common stock at the rate of over 11% 
per annum. This satisfactory perform- 
ance may be attributed to a large extent 
to the general picking up of traffic and to 
the reduction in transportation expenses 
per unit of traffic handled, which would 
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indicate that the company now has these 
expenses well in hand. Unfortunately, 
disbursements for maintenance of the 
company’s equipment do not show as sub- 
stantial an increase as are warranted by 
the poor condition of this equipment, par- 


ticularly freight cars. The effect of this 
has been to increase the percentage of 
bad order cars on the company’s lines 
from 9.1% on June 15, 1921, and 10.9% 
at the beginning of 1922 to 15.7% as of 
(Continued on page 630) 
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No Dividend on Missouri Pacific 
Preferred Likely This Year 


Earnings Affected by Coal Strike, and Indica- 
tions Are That the Road Will Have Great 
Difficulty in Earning 5% on Preferred Stock 


ISSOURI PACIFIC 5% cumulative 
M preferred stock has been the center 
of much speculative activity during 
the past six months, as a result of the 
strong financial position of the company, 
the accumulated dividends on the stock, 
and the belief that with railroad earnings 
improving so rapidly, this stock would be 
placed on a dividend-paying basis some 
time this year. The strong financial po- 
sition and accumulated dividends still 
furnish a basis for speculative activity, 
but the very important factor of earnings 
has fallen far short of expectations, and 
as a result the stock does not possess 
the immediate attractive speculative pos- 
sibilities that it had four months ago. 
Missouri Pacific’s trouble took on a 
very definite shape beginning with the 
coal strike in April. Under normal con- 
ditions, about 38% of MOP’s traffic is 
from the product of mines, of which 
about 55% is bituminous coal. This class 
of traffic has fallen off heavily and has 
more than offset the improvement in 
loadings of other commodities. For the 
first six months of this year MOP re- 
ported a decrease of about $4,000,000 in 
gross, but an increase of about $1,300,- 
000 in net operating income. This im- 
provement, while satisfactory under ex- 
isting conditions, falls considerably short 
of what is required to enable the road to 
meet a 5% dividend on its preferred 
stock. On the basis of seasonal fluctua- 


tions in traffic, the six months’ earnings ° 


are at the annual rate of about 84% of 
fixed charges. Despite the coal strike, 
June was the best month of the year for 
the road, in both gross and net, and this 
is due to the fact that loadings of com- 
modities other than coal showed material 
increases. 


Dividend Possibilities Deferred 


Any plans the directors may have had 
for inawgurating dividends on the pre- 
ferred stock would naturally have been 
deferred under existing conditions, but 
holders of the stock who purchased it 
for its long-pull possibilities should 
not change their position at this time. 
As soon as the coal strike is settled, earn- 
ings of the road should pick up consider- 
ably. It is a certainty that even if the 
strike were to be settled today the mines 
would have to work at top speed to take 
care of industrial and railroad require- 
ments, so that there is every reason to 
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believe that coal traffic will be greatly 
stimulated during the fall and winter 
months of the year. In addition to tI 
there is a big crop to be moved. Wi 
conditions returning to normal, Miss« 
Pacific preferred will again take on 
highly attractive aspect, as we beli 
the road will have little difficulty in earn- 
ing sufficient to maintain its preferred 
dividend, which will very likely come up 
for serious consideration as soon as earn- 
ings warrant it. 


Financial Position 


There are few roads in better finan 
position than Missouri Pacific. The s 
tlement made with the Government 
matters growing out of Federal opcra- 
tion was highly satisfactory and further 
strengthened a position which was 
ready strong. On Dec. 3lst last (tl 
latest available figures), the company had 
over $14,600,000 in cash, Government se- 
curities and New York City warrants 
Of this amount, cash and special de- 
posits were about $2,000,000, the bulk of 
the current asscts being in Government 
securities. The financial position of the 
company is all the more remarkal! 
when compared with the statement pul)- 
lished just prior to Federal control. At 
this time cash and other investments t 
taled but $5,500,000. 


Conclusion 


It is an extremely important fact that 
the company is in a position to pay a 
dividend on the preferred stock at an) 
time it sees fit, and that once such a divi 
dend is inaugurated, the road will be in 
a position to continue payment even 
through periods of depression, if deeme:! 
advisable. As the stock is cumulative, it 
has a decided advantage over the ma 
jority of speculative railroad securities 
At the present time there are 20% back 
dividends due on the stock, which of 
course lends considerable attractiveness 
to the stock. The preferred is now sell 
ing around $56.50 a share, but from thi 
price must be deducted the 20% of ac 
cumulated dividends, bringing the pric 
down to about $36.50 a share. At this 
price the stock is a decidedly at- 
tractive speculation, and regardless of 
whether a dividend is paid this year or 
next, the stock should be held for con- 
siderably higher prices ultimately. 
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“Switching” Into the Strong Industries 


Four “Switches” Recommended by Members 
of the Staff of The Magazine of Wall Street 


gets into the wrong stocks, or in 
other words, buys certain stocks at 
the wrong time. This time element is 
n more important than the quality 
the stock, especially for the minor- 
trades, although it may be even 
important for the long-pull investor. 
example, suppose a speculator, be- 
ing to that large and unfortunate 
that devours the “news” and ig- 
s “trade tendencies” buys the stock 
1 corporation whose earnings are at 

r maximum for the year and about 

lecline in accordance with their usual 

onal habit. That speculator has in- 
ntly acted his little part in the stock 
ket scene called “distribution,” and 
accepted and paid for a small block 
stock from which the vendor has 
ist squeezed the last profits to be had 

m that particular issue for the year; 
that is to say, he has been the most 
rdinary kind of a “sucker.” 

Now suppose this stock, which has 
passed its zenith for the year, begins its 
downward career as it reflects decreased 
earnings ahead of the corporation, with 
the waning of its seasonal period of pros- 
perity. Imagine, if you can, that our 
speculator begins to feel uncomfortable 

| actually reaches the conclusion that 
something must be done about it. Assum- 
ing that he desires to stay in the market, 
what is the best thing for him to do? 
He should do two things, first sell the 
stock that is about to go down, and 
second, put the proceeds into another 
stock that will in all probability go up. 
This theory is right, and to put it into 
practice is not an impossibility. It can 

done, and it is done regularly by 
lers who use common sense. 
a speculator finds that he is holding 
a stock, or has recently purchased the 
issue, under circumstances indicating that 
the corporation has seen its best earnings 
the season, or for the industrial cycle 
in which it moves, and that these earn- 
ings are likely to decline, with the con- 
sequent publication of news from time 
to time relating to such unfavorable de- 
velopment, and he sells his stock either 
at a profit or at a small loss, as the case 
may be, and then buys the stock of some 
other corporation whose earnings are in- 
creasing because industrial conditions 
are such as to insure more active de- 
mand for its products as the year ad- 

nees, he has made a “switch” from a 
stock that is going the wrong way to one 
that is headed in the right direction. 
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N “ee and then the casual speculator 


However, if this speculator hangs onto 
his stock that he bought at the top, or un- 
der unfavorable industrial conditions for 
that particular issue, until his commit- 
ment shows a serious loss, and then sells 
it with a view of buying something that 
a little common-sense investigation will 
show is in all probability likely to ad- 
vance in price, he has not made a switch, 
but has simply “turned over a new leaf.” 








SWITCHES RECOMMENDED 


(1) Studebaker into American Car 


& Foundry. 
Goodrich Tire 
American Sugar. 
United Drug 
Northern. 


U. S. Rubber into Baltimore 
& Ohio. 


into Cuban- 


(2) 
into Great 


(3) 


(4) 

















Of course it is well to turn over a new 
leaf, or start with a clean slate, when 
occasion demands, but the long-pull spec- 
ulator who has ignored trade tendencies 
and grimly carried a stock down 20 or 
30 points, should not delude himself into 
thinking that he has made a clever 
“switch” when he sells out near the bot- 
tom and then buys another stock that re- 
covers his loss, for as a matter of fact, 
at the time he takes the loss on his ill- 
advised commitment, that trade is a 
closed incident, and his cleverness dates 
from the moment he realized his mistake 
and rectified it by giving a little consider- 
ation to fundamental influences. 

The moral of this little dissertation 
may be illustrated by pointing out that 
it would not be a half bad idea for one 
who has recently bought a motor stock 
such as Studebaker, or a tire stock such 
as Goodrich, to switch into a railroad 
stock like Pennsylvania, or an electrical 
equipment issue like Westinghouse or an 
equipment like American Car & Foundry 
or a sugar like Cuban-American Sugar 

The general reasons for such substitu- 
tions are about as follows: 

1. The motor and tire industries are 
at or approaching their zenith for the 
season, and according to past experience 
are likely to show falling off in trade 
during the latter part of the year. 

2. Price cutting is in progress as com- 
petition becomes more keen in the final 


effort to secure more business in the face 
of almost certain decline in demand. 

3. On the other hand, railroad ecarn- 
ings are increasing, and are likely to con 
tinue upward, or at least above the aver 
so long as general business condi- 
maintain 


age, 
throughout the 
favorable trend. 


tions country 
their 

4. Electrical equipment companies face 
a period of unusual prosperity, in the 
light of the immense potential demand 
for power generation and transportation 
equipment during the next few years, as 
industry expands, and the unsatisfied re- 
quirements which accumulated during the 
war, or as a result of it, become evident 
5. Railroad equipment companies ar 
in an improving position on account of 
the unusual demand for their service, de 
ferred through a number of years of bad 
the carriers 


financial conditions for 
6. The sugar companies have evidently 
and now rest on a 


turned the corner 


more solid basis than for over two years 


Studebaker Into American Car & 
Foundry 


The Studebaker 
ing to the announcement of its president 
at the time of the dividend in- 
crease, is the 
facturer of the United States in net as- 


Corporation, accord 
recent 
second automobile manu- 
sets, cost and size of plants and value of 
sales. Its earnings have been so far this 
year $18 a share, and now the 
vorable half is beginning. 

At its present price of about 130, the 
stock is higher than at any time since 
1919, the advance having been based 
largely on the justified predictions of an 
increase in the rate to $10 annually and 
an extra of $1.50 for the quarter. It 
would seem, however, that the cat is now 
out of the bag and it is difficult to con- 
ceive of anything likely to come up that 
would be the occasion for another run-up 
in the stock. Surplus as of June 30 of 


o 


this year amounted to $38 a share, which 


less fa 


would scarcely be the occasion of a 


stock dividend, and the yield on the regu 
lar dividend rate is some 7%. 

At current prices, it is probable that 
the vast majority of holders of Stude- 
baker common have a profit. Without 
prejudging the question of the invest- 
ment merits of Studebaker, it would 
seem that for the time being, at least, it 
is high enough, with no great bullish 
factor which is not thoroughly well 
known and reflected in the market's 
judgment of its value. It would there- 


(Continued on page 636) 
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The Three Largest American Paper 


Companies 


An Analysis of International Paper Co., 
Union Bag & Paper Corp. and American 
Writing Paper Co.—Outlook for Their Shares 


N the first half of 1922 the consump- 

tion of newsprint ran about fifteen 

per cent ahead of 1921 and at a rate 
which indicated that the consumption for 
all of 1922 might exceed that of any 
previous year. The output of the Cana- 
dian mills has been especially large and 
almost all the American manufacturers 
except International Paper have been 
running close to capacity during the past 
few months, Contract prices for news- 
print were put at seventy dollars per ton 
last December, which represented a drop 
of sixty dollars per ton as compared with 
the contract prices for the fourth quarter 
of 1920. Recently, however, contract 
prices were increased five dollars a ton, 
giving the. first indication of real im- 
provement in the paper industry. 

There are three companies whose 
stocks are listed upon the New York 
Stock Exchange which are big factors 
in the paper industry, although only one 
is pre-eminently the maker of newsprint. 
These companies are International Paper 
Company, American Writing Paper Com- 
pany and Union Bag & Paper Corpora- 
tion. 


INTERNATIONAL PAPER 
COMPANY 
Gradually Improving Its Position 


When early in July International Paper 
increased the price of newsprint from 
seventy to seventy-five dollars a ton and 
at about the same time its mills attained 
the highest percentage of operations thus 
far in 1922; the shares of the company 
received their first definite impetus in 
months. The assured indications of an 
improvement came as a great relief to 
many who had been wondering whether 
the newsprint industry in this country 
was due to lag permanently behind the 
general recovery in business. It was 
known that late last year: American and 


By JOHN MORROW 


Canadian mills indulged in the kind of 
competition which in some cases results 
in losses instead of profits. It is difficult 
to imagine a business readjustment more 
severe and more drastic than that suf- 
fered by the paper industry during the 
past year and a half. Before the world 
war American manufacturers were both- 
ered by foreign competition and also by 
Canadian rivals. Canada is the great 
source of pulp wood and in the last an- 
alysis might almost be said to control the 
destinies of the American paper industry. 

The heights and depths of International 
Paper’s business may be illustrated by 
the fact that in 1920 the company earned 
over fifty dollars per share on the com- 
mon stock and in 1921 showed a deficit 
of over eight million dollars after inven- 
tory adjustment, and late in 1921 the 
company sold twelve and a half million 
dollars of bonds to pay off bank loans 
and provide working capital. It was no 
wonder that market confidence in Inter- 
national Paper shares was_ severely 
shaken. 


Profits of Prosperity 


Before the war the paper industry was 
not known for its large profits and In- 
ternational Paper had not developed par- 
ticular earning power. Dividends had 
accrued on the preferred stock and in 
1917 a financial readjustment was made 
which provided for these accumulated 
dividends, partly in cash and partly in 
additional shares. Then came the flood 
of earnings. In the five years from 
1916 to 1920, inclusive, International 
Paper earned approximately one hundred 
and fifty dollars per share on the com- 
mon stock but not one cent was paid to 
the junior shareholders. In that same time 
plant assets showed little or no change 
as expressed by figures on the balance 
sheet, but advances to subsidiaries were 


made to a total of about thirteen million 
five hundred thousand dollars, a sum 
equal to approximately seventy per cent 
on the outstanding common stock. Also, 
inventories at the end of 1921 were \al- 
ued at over thirty million dollars as com- 
pared with less than eight million dollar 
in 1916, 

It is obvious that the company suffered 
big losses through the depreciation of 
inventory, chiefly wood values, but the 
general opinion was that the 1921 report 
of International Paper showed inventury 
account at rock bottom figures. It is, of 
course, difficult to account in detail for 
the disposition of large profits during th« 
prosperous five-year period, but it may 
generally be stated that the money went 
into property acquisitions, probably tim- 
ber lands, and to safeguard working cap- 
ital when the time of stress came. It 
has been said that International Paper 
overreached itself, but this is opinion. 


Water Power Values 


Probably the most interesting devel 
ment connected with the company « 
clusive of the possibility of the restora 
tion of earnings is the announced policy 
of dev eloping its water power sites. New 
England interests, headed by Malcolm 
G. Chace, are supposed to control mor 
than one hundred and fifteen thousand 
shares of the one hundred and ninct 
nine thousand common shares outstan:- 
ing and it is said that their attention was 
first directed toward International Paper 
because of the possibility in the wate: 
power sites controlled. 

International Paper has had consid 
able labor trouble during the last yea: 
and a half and, in fact, strikes were to 
some extent responsible for the poor 
earnings of 1921. Hydro-electric plants 
can be operated with little manual labor 
and with decreased investment. It is 
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possible that International Paper has 
long-range plans which would contem- 
plate the removal of most of its paper- 
making plants from this country to Can- 
ada. This would not mean that paper 
tonnage output would be lessened but it 
does mean recognition of the fact that 
paper can be manufactured more cheaply 
in Canada than in this country. Con- 
nected with the idea of the hydro-electric 
development is the possible development 

the International Paper Company as a 
irge producer and distributor of elec- 

ity No one thinks of the company 
directly in that connection but it is a 
possibility of the future well worth keep- 
g in the background of any considera- 
tion of the company’s future. 


Current Earnings 


During the first six months of the cur- 
nt year production of International 
Paper averaged not much more than fifty 
er cent of capacity, which indicates that 
n the first half there was no surplus for 
the common stock and, perhaps, a slight 
eficit after preferred dividends. The big 
contracts for the sale of newsprint are 
made on a yearly basis and therefore the 
recent increase in price would apply only 
to new business. The significance of the 
increase lies more in the fact that it means 
an improved trade outlook if not a sudden 
increase in International Paper's earn- 
ngs. However, recent increases in the 
percentage of operations at the company’s 
mills do mean larger earnings. While ob- 
\iously there is no way of ascertaining 
definitely the amount of earnings during 
the second half of the year, it seems fair 
to assume that the company will earn at 
ast a small surplus on the common stock 
this year but there is nothing to inspire 
the belief that dividends are in store for 
inior shareholders in the near future. 


Conclusion 


There is no reason to doubt the integrity 
or investment position of International 
Paper Company’s bonds which are called 
lirst and Refunding 5s and which are due 
n 1947. They may be purchased on a 
basis which will yield not far short of six 
per cent. 

At one time last year it was feared that 
perhaps it might be necessary to suspend 
dividends upon the six per cent preferred 
stock upon which payments have been reg- 
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THE LAST WORD IN PRINTING MACHINERY 


The immense Decuple Press of R. Hoe & Co., capable of turning out 80,000 copies of a 20-page newspaper in one 
hour, equipped with patented ink pumps, and considered the speediest and most efficient newspaper press made. 


since the readjustment of 
Dividends were con- 


ularly made 
the company in 1917. 
tinued, however, and the improvement in 
sentiment with regard to the preferred is 
fact that it advanced 
fifty-nine this year to 
level where it is at 


evidenced by the 
from a low of 
around the seventy 
the present writing. 
stock 


Between seventy and 
seventy-five the looks decidedly 
cheap. 

It is a question as to whether the com- 
mon is not as much of an asset stock as 
an earning power stock. The stock has 
a book value of over hundred and 
twenty-five dollars per share and yet its 
earning power has been so erratic that po- 
tential buyers are skeptical What 
appointed many was the failure of the 
company to declare any dividends at all 
during the years of its prosperity or to 
indicate in any way what the junior share- 
holders might expect or, at least, hope for 
There is no question about the physical 
assets back of the common stock of the 
International Paper Company, but there 
is some question of its earning power 
Still, the trend of the paper-making in 
dustry seems definitely toward improve 
ment and in the background there are the 
possibilities inherent in the development 
of the company’s water-power sites, and 
that is not an inconsiderable possibility 
by any means. 

For those dependent on income, the 


one 


die. 


common stock, of course, is one to 
avoid as it is in the speculative class. 
For those, however, who can afford to 
tie up their funds over a considerable 
period, investment in this issue should 
eventually turn out profitably. Market- 
wise the shares seem to be getting 
into a stronger position and somewhat 
higher levels by the end of the year 
would not be a surprise. 


AMERICAN WRITING PAPER 
COMPANY 


Earnings Unstable but Recent 
provement Should Strengthen Position 
of the Company 


Im- 


The American Writing Paper Company 
is in a different position as regards grades 
of paper sold than the big newsprint man- 
ufacturers. This company makes a com- 
and 
papers for 
book 
everything except 
Specialty 
papers blueprint, 
shotgun shell and drinking cup. This de- 
tail of output is given to show the relation 


plete line of printing stationery re- 


quirements such as bonds, 


ledgers, typewriters, wed- 
dings, etc.; im fact, 
coated book and newsprint 


photo mounts, 


covers, 


include 


of the company to business condition in 
other purpose of 


industries and for the 
indicating in what way American Writing 
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RATINGS OF THREE PAPER COMPANIES 


Qualifications 
Necessity of modern life . 
.Irregular ° 00 PEEP 0000 
Demand increasing 
-Efficient 
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Accessory of modern life 
-Highly irregular 
Demand increasing 
Improved .. 

-Could be better 

-Should increase 


Accessory of modern life 
.Fairly steady earnings 
Dependent on industrial expansion.... 
.Very efficient 

.Improved ..Good 
Should improve 
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Which Is the Best $4 Stock? 


Results of a Search for Profit-Mak- 
ing Opportunities in Listed Stocks 


MONG the industrial stocks paying 
A $4 per share per annum in dividends 

are several securities that have very 
interesting possibilities. As in the preced- 
ing articles of this series the question, 
“Which is the best $4 stock?” will be con- 
sidered from two standpoints, the invest- 
ment and the speculative. In determin- 
ing the best investment stock THE Maca- 
ZINE OF WALL STREET'S system of rating 
is used. Westinghouse Electric & Manu- 
facturing turns out to have the highest 
rating of the $4 stocks with a total of 28 
points in its favor out of a possible 30. 

Westinghouse Electric and General 
Electric divide the cream of the electrical 
equipment business of the United States. 
This is an industry that is essential to 
modern industrial life and the demand for 
the products of these two companies has 
shown a steady increase over a long pe- 
riod of years. There is every reason for 
the belief that this will continue to be one 
of the fastest-growing industries in the 
United States. In the past ten years West- 
inghouse earnings have averaged $7.87 
per share on its stock as against dividend 
payments averaging $3.07. In other words, 
60% of the profits have been plowed back 
into the company. The steady nature of 
the company’s business is illustrated by 
the showing in the year ended March 31, 
1922, when the company came within a 
small fraction of earning the dividend, in 
spite of the very unfavorable conditions 
prevailing. At the end of the fiscal year 
working capital stood at over eighty-five 
million and the company was entirely free 
of bank loans. These are all factors that 
the investor should give great weight to 
and Westinghouse stands the test very 
well. 

The other six companies included in the 
accompanying table are rated as follows: 
Allis-Chalmers and Chicago Pneumatic 
Tool 26 points, Worthington Pump 25 
points, Associated Dry Goods and White 
Motor 24 points and Coca-Cola 22 points. 
It is understood of course that this rating 
does not take into consideration the tech- 
nical position of the stocks, 

Westinghouse Electric stock, in addition 
to a rating attractive to the investor is 
in good technical position at the present 
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time. It has held steadily around present 
levels for several months indicating that 
the stock is being accumulated prepara- 
tory to an advance into new high ground. 

Earnings in the current fiscal year which 
started April 1 have been on a very sat- 
isfactory basis. Billings for the three 
months ended June 30 were twenty-six 
million and shipments about the same. The 
present dividend is being earned with a 
good margin to spare and it is estimated 
that $3 per share will be shown for the 
first six months with the prospect that the 
last six months will show up still better. 
In view of this and the financial struc- 
ture the $4 dividend can be regarded as 
very secure and should conditions con- 
tinue favorable there is an _ excellent 
chance that a larger return will be made 
to stockholders in a year’s time, though 
no immediate action along these lines is 
anticipated. 

At present price of 62 Westinghouse 
Electric yields 6.4% and can be regard- 
ed as an unusually attractive long-pull 
investment. 


Allis-Chalmers 


Allis-Chalmers is the stock selected as 
having the best possibilities for immediate 


appreciation in value. Coca-Cola has had 
a very important upward move this year 
and appears to be selling high enough at 
70 on the basis of current earnings. More- 
over, the market action of the stock indi- 
cates distribution around present level 

White Motors may do better later on, as 
the truck business is good and likely t 

remain so for some time. The motor 
group generally, however, has shown a de- 
clining tendency and this is likely to affect 
White sympathetically so that it does not 
look particularly attractive for an early 
move. Associated Dry Goods is earning 
its dividend with an excellent margin t 

spare and the outlook is favorable. Th 

market action of the stock is disappoint- 
ing and it does not appear attractive at 
the present time. Worthington Pum 

earnings are slowly improving and the 
stock is in a good technical position. It 
has been rather inactive, however, and it 
may take some time for the move to get 
started. Chicago Pneumatic Tool is at- 
tractive as its business is largely depen- 
dent on the railway equipment industr 
which looks very promising at the pres 
ent time. Working capital alone is equal 
to $66 a share on the stock and there is 
no bonded debt or preferred stock. The 
technical position is excellent.  Allis- 
Chalmers was selected instead of Chicago 
Pneumatic Tool as it has a closer and 
more active market, other factors being 
about equal. 

Allis-Chalmers succeeded in earning its 
$4 dividend in 1921 with a small margin 
to spare, a very good showing in view of 
conditions. It was helped by having large 
orders on hand at the end of 1920, incom- 
ing business in 1921 being of small pro- 
portions. Recently the tide turned, un- 
filled orders on July 1 being nearly two 
million greater than at the first of the 
year. See accompanying chart. For the 
first quarter of 1922 the preferred divi- 
dend was not quite covered but earnings 
in the second quarter will show a sub- 
stantial improvement and the last two 
quarters of the year are expected to bring 
earnings up sufficiently to show the divi- 
dend earned with a good margin over. 
In July the company received an order 
from the Niagara Falls Power Co. calling 








THE BEST $4 DIVIDEND-PAYING STOCKS 


Price R’nge— 


--Earned Per Share—, 
1919 1920 1921 


$9.57 $9.39 $4.12 
13.33 4.13 10.26 
10.32 14.31 

ee 2.61 

10.16 8.43 

11.47 


4.82 
18.39 8.19 


Common 


$25,770,750 
14,985,000 
12,309,000 
None *500,000 shs. 
$36,249 000 $70,813,950 
None $25,000,000 
1,000,000 12,692,149 


t This is a holding company and requires no working capital, net liquid assets $510,929. 


Working 
Capital 
$23,994,841 

8,273,322 
1,253,256 
85,352,001 


14,431,931 
17,154,190 


——Capitalization 
Preferred 


$16,500,000 
20,544,200 
None 
10,000,000 
3,998,700 


None 
15,914,504 
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High 
56 
57% 
71% 
74% 


64 
51% 
5876 


— 
Bonds 
None 


None 
None 


Allis-Chalmers 

Asso. Dry Goods. ........... 
Chicago Pneu. Tool......... 
Coca-Cola 

Westinghouse Electric. 
White Motors 

Worthington Pump 


aed sdsabab roe 


* No par value. t Par value $50. 
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for construction and installation of a 
complete 70,000 horse-power hydro-elec- 
tric generating outfit. With accessories 
the order calls for expenditure of approxi- 
mately $850,000. The company has un- 
doubtedly turned the corner and the pres- 
ent dividend rate can be regarded as se- 
cure, especially as the company has built 
up an unusually strong financial struc- 
ture. 

The company has a highly efficient plant 
system with the most modern labor-saving 
levices. Products turned out by the com- 
pany bear a very high reputation and the 

srvice department has proved so valuable 

» customers that they are very firmly tied 

Allis-Chalmers products. Principal 
roducts are: air brakes, air compressors, 
‘ement machinery, steam, gas and oil en- 
ines of various types, farm tractors, flour- 
mill machinery, coal and other mining ma- 
hinery, hydraulic and power transmission 














@ 








~_ 














~>_ wn DD 


ANLLIS- CHALMERS 
UNFILLED ORDERS 








a 





*Millions-of-Dollars- 


~ 


























JULYS,21. OCT. 21. JANS22. APRA22 JULY1,22 

















machinery, pumping machinery, sugar ma- 
chinery, pumping machinery, steam tur- 
bines, rolling-mill machinery and electrical 
apparatus of various kinds. 


Conclusion 


At present price of 53 the return on 
the investment is 744% which is very 
satisfactory. The stock is still attrac- 
tive at these levels from an investment 
view-point, though it has advanced ma- 
terially in the past year. 


Note: This is the fourth of a series of 
articles showing the best stocks in each 
dividend-paying group. In this issue, the 
best stocks paying $4 dividends per share 
annually are discussed. In an early tssue 
will be found an analysis of the best 
stocks paying $5 per share in divideads 
In later issues the best stocks paying from 
$6 to $8 a share will be pointed out, 


Why Great Northern Certificates 
Are No Longer Attractive 


ROM time to time the average in- 

vestor is likely to be deceived by the 

apparent favorable outlook for a se- 
curity which represents an industry that 
is fundamentally in a sound and improv- 
ing position, and because the issue in ques- 
tion has maintained an apparently good 
earning record for a few years and sells 
on the basis of an income yield suggest- 
ing that it should gravitate to higher lev- 
els. The apparently favorable qualities 
of such a security may be due to methods 
of accounting that cannot be successfully 
continued and the investigation of which 
would make the long-pull prospects of 
the issue decidedly unattractive. 


High Yield Misleading 


Great Northern Iron Ore Properties 
beneficial interest certificates serve as an 
illustration of the kind of security we 
have in mind, and to which we call our 
readers’ attention. The Great Northern 
[ron Ore Properties represent a trust re- 
sulting from the consolidation of various 
iron-ore properties and other lands of the 
Great Northern Railway Co. During the 
past four or five years this company has 
produced about 6,500,000 tons of iron ore 
per annum, and has distributed $4 a share 
per annum. On the basis of recent quo- 
tations around $40 a share, the indicated 
vield of 10% appears attractive. How- 
ever, careful analysis of income account 
indicates that the actual earnings are about 
$2 a share per annum, and manifestly this 
relationship between actual earnings and 
distribution cannot continue indefinitely. 

From the formation of the trust at the 
end of 1906, until the end of 1914, the 
largest part of the company’s income was 
derived from the leasing of many of its 
properties to a subsidiary of the U. S. 
Steel Corporation. At the end of 1914, 
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By C. S. HARTLEIGH 


however, this lease was cancelled, and the 
properties turned back to the trustees. It 
was the aim of the trustees to arrange to 
have all the properties operated under 
lease by outside interests, and during the 
years 1915 and 1916 they were actively 
engaged in arranging such leases. During 
this time it was necessary to conduct some 
operations for their own account, and also 
to permit some of the propetries to lie 
idle. The result was that in two 
years the net earnings were very small, 
being around 60c a share. 


these 


Since July, 1917, all the developed mines 
have been turned over for operation to 
outside interests. The terms of the new 
leases have not been as favorable as those 
accorded by the U. S. Steel Corporation, 
and consequently the company's earning 
power has been decidedly lower than in 
the years prior to 1915. However, at the 
same time the trustees have pursued a 
much more liberal dividend policy than 
during pre-war years. Whereas in the 
earlier years the trustees were paying out 
less than one-third of what was earned, 
in recent years they have been paying out 
The 
four 


twice as much as they have earned. 


liberal dividends during the past 
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years have given many investors the idea 
that the properties have been much more 
prosperous than prior to the war, whereas 
the case has actually been the reverse. 

The annual reports are divided into two 
parts. The first shows the income and 
disbursements of the trustees. The trus- 
tees’ income is received in the form of 
dividends from the operating subsidiaries. 
These dividends are usually in amounts 
substantially different from the actual 
earnings of the subsidiaries. Therefore, 
the income of the trustees does not prop- 
erly reflect the earning power of the com- 
pany, but nevertheless is used in most 
analyses for this purpose. 

The reports contain a summary of the 
accounts of the operating companies. 
These accounts, however, group together 
items relating to income and items re- 
lating to capital. In order to obtain an 
intelligent idea of the actual results for 
the year, it is therefore necessary to seg- 
regate from these accounts those items 
which apply properly to income. 


Conclusion 


A careful analysis of the company’s 
reports since 1914 leads to an unfavor- 
able opinion with regard to the long- 
pull prospects of these certificates at 
their present price of around 40. The 
present large dividend return of 10% 
appears to be temporary, and made pos- 
sible only by a gradual exhaustion of 
cash reserves. The actual earning 
power of the properties, and their prob- 
able life, make the shares look unattrac- 
tive for either long-pull commitments 
or nearby speculative possibilities. In 
view of the above facts and tendencies, 
it is apparent that holders of these cer- 
tificates should dispose of them. 
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National Cloak & Suit Co. 





Back to Normal in the Mail-Order 


Business 


The Outlook for Montgomery Ward and National Cloak & Suit 


ROM the nature of their business it 

was a practical impossibility for the 

mail-order companies to escape 
heavy losses during the deflation period 
of 1920-21. Before the break in prices 
occurred, demand for goods had exceeded 
the available supplies of the country for 
an extended period and in order to give 
proper service to their customers and re- 
tain their good will it was a necessary 
business policy for the mail-order houses 
to keep on hand large inventories. The 
break in prices, as is well known, came 
almost overnight and buying throughout 
the country suddenly halted. As a re- 
sult huge losses in inventory account had 
to be taken. The poor showing of such 
mail-order companies as Montgomery 
Ward and National Cloak & Suit in 
1920 and 1921, therefore, should not be 
regarded as an indication of poor man- 
agement or lack of conservatism. Be- 
fore these two years of deflation both 
companies had shown a very consistent 
earning power and a steady increase in 
gross business. The mail-order business 
is one that under efficient management 
should show a growth from year to year 
and there appears to be no good reason 
why these two companies should not in 
years to come give a very satisfactory 
account of themselves. 

Losses suffered in 1920 and 1921 were 
so severe, however, that there was nat- 
urally some question as to whether these 
two companies would come - safely 
through. All doubt in this regard is 
now dispelled as their business has 
definitely turned the corner and inven- 
tories have been liquidated sufficiently 
to place them in a reasonably comfort- 
able condition at the present time. 


MONTGOMERY WARD 


Montgomery Ward sells a widely di- 
versified line of merchandise. It has 
approximately 6,000,000 customers and 
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its trade extends into every state in 
the Union, as well as Canada, Mexico, 
South America and the Far East. It 
has large warehouses in Chicago, Kansas 
City and St. Paul and also owns numer- 
ous factories turning out its own imple- 
ments, hardware, housefurnishings, etc. 

In 1919 the company was recapitalized 
and 510,000 shares of new common stock 
sold, raising approximately twenty mil- 
lions of new capital. This put the com- 
pany in strong financial condition, but the 
losses in the years 1920 and 1921 very 
nearly reached twenty millions so that the 
company’s working capital and other as- 


sets stand at about the same figure as 
they did before this financing took place. 

At the present time the capitalization 
of the company consists of $4,249,800 7% 
cumulative preferred stock, 205,000 shares 
of Class “A” stock of no par value and 
entitled to cumulative dividends of $7 a 
share, 1,141,251 shares of common stock 
of no par value. There is no funded 
debt. Dividend requirements of the pre- 
ferred and Class “A” stock are $1,743, 
000 per annum. There is no question 
but that this is a rather topheavy capital- 
ization and the company will have to ma- 
terially increase its earning power be- 
fore a substantial amount can be shown 
for the common stock. The best year 
the company has had so far was 1916, 
when net income totaled four and a half 
million. On the basis of present capital- 
ization this would only amount to about 
$2.50 a share on the common. Earnings 
for the first six months of 1922 were at 
the rate of approximately seventy cents 
a share on the common, but figures for 
the first six months do not furnish a 
true picture of this year’s earnings, as 
the actual turn in earnings came late in 
the period with June the biggest month. 
The second half, therefore, is expected 
to show substantial gains over the first. 

The rapidity with which Montgomery 
Ward has recovered its earning power 
indicates that a very efficient manage- 
ment is now in control of its affairs and 
while capitalization is heavy it is quite 
possible that earning power will grow 
sufficiently in the next few years to just- 
fy starting dividend payments on the 
common. It is decidedly unlikely, how- 
ever, that any such action could be taken 
within a year’s time, especially as back 
dividends on the preferred stock and 
Class “A” stock now total over two and 
a half million dollars. At present price 
of 24 the stock would appear to have 
rather fully discounted the improve- 

(Continued on page 638) 
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conditions 
(3) Future Possibilities 


(4) Management Shows efficiency 


Total points in favor 








Business should grow............. 


(5) Financial Strength... .....Bank loan reduced 
(6) Earning Power...........Low on present capitalization 


HOW MONTGOMERY WARD AND NATIONAE CLOAK & SUIT ARE RATED 
MONTGOMERY WARD 
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Good earning power under normal 
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Inquiries on Industrial Securities 


Inquiries on Other Securities Will Be Found in Their Respective Departments 


ADVANCE-RUMELY 


Keen Competition in Industry 


Your opinion of Advance-Rumely will be 

catly appreciated. I hold 100 shares each 

f the common and preferred stock, pur- 

ased for investment some time ago. If you 

msider some other stock more attractive I 

ould consider a switch, as the Rumely stocks 
seem dead at the present time—T. K., Rich- 

ond, Ind. 

Advance-Rumely for the year ended De- 
cember 31, 1921, reported a deficit after 
preferred dividends of two and a half 
million. Despite this loss, however, it is 
in good financial condition. Working 
capital as of December 31, 1921, was near- 
ly twelve million and as the funded debt 
is less than a million net liquid assets of 
the company alone are equal to $87 a share 
on the preferred. From an asset point of 
\iew, therefore, the preferred stock is in 
a very strong position. The unfavorable 
factor in the situation is the severe com- 
tition existing at the present time in 
the harvesting machinery business. Ford, 
General Motors and other automobile 
concerns have entered the farm-tractor in- 
dustry causing a price war. Under these 
circumstances Advance-Rumely may find 
the going hard for some time to come. 
We believe that in view of the big asset 
value behind it the preferred stock will 
ultimately work out satisfactorily, but the 
immediate outlook for American Steel 
Foundries common paying the same divi- 
dend, $3, and selling ten points lower is 
more attractive in our opinion. We are 
not impressed with the possibilities of 
Rumely common and suggest a switch into 
\merican La France Fire Engine paying 
$1 and selling at 13. 





SPECIAL REPORT DEPARTMENT 


We have had so many requests for 
special reports on lists of securities 
and for complete analytical reports on 
individual stocks and bonds that we 
have organized a Special Report De- 
partment to handle this work. Charges 
will vary with the amount of research 
work necessary but in all cases esti- 
mates will be submitted. A complete 
report on any stock or bond listed on 
the New York Stock Exchange will be 
supplied for $25. In analyzing lists of 
securities definite rec dations are 
made and desirable switches suggested. 
This new service does not in any way 
interfere with the present free service 
supplied by the Inquiry Department to 
subscribers which entitles them to a 
brief report on any three securities. 














money were put back into the property 
during period of war prosperity, it should 
be noted that the capital stock has been 
increased from twenty-five to fifty mil- 
lions by stock dividends. For the year 
ended August 31, 1921, with depreciation 
estimated, the preferred dividend was 
just about earned. While no accurate es- 
timate of earnings for year ended August 
31, 1922, is available, a good-size deficit 
will undoubtedly be reported. Business 
for the company is undoubtedly on the 
upgrade at the present time but an early 
resumption of dividends on the common 
seems unlikely as the last balance sheet 
showed a floating debt of three millions 
and earnings are not yet on a highly 
profitable basis. In our opinion it would 
be advisable for you to take your profit 
and switch into some sounder dividend 
paying stock such as Westinghouse Flec- 


tric. Crucible, of course, may be moved 
up to higher levels and another good 
course of action would be to put im a 
three-point stop loss order and if the 
stock continues to move forward follow 
the move with the stop loss. 


TEXAS CO. 
Holds 900 Shares 


I own outright 900 shares of Teras 
stock, some of which I purchased scveral years 
ago, so that the average price of my holding 
is only 25. I would appreciate your advice ¢s 
to the desirability of continuing to hold this 
line which represents the major portion of my 
stock invcstments.—S. J. L., Newport, R. 1,! 

While we think very well of Tenps 
Company, it appears to us that in holdijg 
900 shares of this stock you are puttijg 
too many eggs in one basket. Texas Corp- 
pany has made remarkable strides for- 
ward but its capitalization now is pretty 
heavy with over six million shares onft- 
standing. In our opinion, therefore, /it 
would be wise to distribute your holdings 
more and our suggestion is that you switth 
half of this stock into Philadelphia Com- 
pany, paying $3 and selling around 38 
This would give you a much better return 
on your money and you would have just 
as sound a security if not a sounder one 
and one that has a very good chance of 
appreciating in value. Philadelphia Com- 
pany has earned its present dividend over 
a long period of years and earnings the 
current year are on a very favorable basis. 
There is a good possibility that within a 
year’s time the dividend rate may be in- 
creased or an extra dividend paid. 


KEYSTONE TIRE 








CRUCIBLE STEEL 
Subject to Manipulation 


I hold a few shares of Crucible 
Stcel common stock and the recent 
ulvance to above 90 enables me to 
ell out with several points profit. 
Do you consider the stock intrin- 
sically worth a still higher price? 
Shall I take my profits or hold 
on @ while longer?—H. 8. D., 
Elizabeth, N. J. 


Crucible steel common stock is 


invest for income. 
suitable for him. 


With a Liberal Yield 


My father, aged 60 years, has $6,000 which he desired to 
Will you kindly suggest some securities 


R. H. H., Newark, N. J. 


We judge from your letter that you wish to invest your 
father’s funds in securities that are high grade with safety 


Price Cutting in Industry 


WANTS TO INVEST $6,000 FOR HIS FATHER , ae ; 
am carrying 100 shares of 
A List Suggested That Combines Reasonable Safety 


Keystone Tire & Rubber, which 
cost me 22. It is now 9%. Would 
you advise me to average down in 
order to even up? Would like 
to have a report on this company 
and your advise what to do.—B. 
V. H., New York City. 


You have such a large loss 
in Keystone Tire that we hesi- 
tate to suggest that you take it 


at present levels as there is al- 
ways a chance that a stock 
with the big speculative market 
that this has had in the past 
will be moved up again. We 
can only say that we never 
thought very well of the stack 
and advised our subscribers to 
stay away from it right along. 
At the present the tire indus- 
.try is pretty much mixed up 
and there has been price-cut- 
ting. The last balance sheet 
showed it to be only in fair 
financial condition, and op- 
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of principal the first consideration. We are pleased to sub- 
mit the following list of securities. Suggest that the $6,000 
be equally divided among the six securities indicated. 


Price Yield 
Sinclair Consolidated ist lien 7s, due 1937 991% 7.05% 
Philadelphia Company 6s, due 1944...... 97% 6.20 
Wilson & Company Ist 6s, due 1941.. .. 99 6.10 
South Port Rico Sugar 7s, due 1941 7.00 
American Steel Foundry Pfd. 7% 7.00 
American Telephone & Telegraph divd. 9% 122 7.40 


closely held by a strong finan- 
cial group and as the supply 
in the hands of the general 
public is comparatively small 
it is much more subject to 
manipulation in the market 
than would be the case with a 
stock that is widely distributed. 
In our opinion it is very doubt- 
ful if the stock is intrinsically 
worth its present price of 92. 
Before the war the company 
did not demonstrate a very 
large earning power and while 
it is true that large sums of 
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This is a very well diversified list and all the securities 
mentioned are in a strong position so that your father, in 
our opinion, would assume very little risk in distributing his 
money amongst them. The average return on the entire 
investment is 6.8%. 

































erations were conducted at a loss the first 
sift’ months of 1922. We consider Con- 
sofidated Textile, selling at about the 
same price, a security with much more 
m@rit behind it. It has sold at much 
higher grades in the past and now that 
its mills are all operating again, or prac- 
tically all, we believe: it should do better. 
THis would make a good switch. 













ROYAL DUTCH 
Interests World Wide 


Some time ago the MAGAZINE OF WALL 
STREET published an article on Royal Dutch 


which was favorable to the stock. Since that 
time the international situation has apparently 
weakened the market for these securities con- 
siderably. I purchased 100 shares at higher 
prices and would be glad to have your opinion 
as to the probable future of this stock.—N. H. 
O.; Wilson, Pa, 

We think well of Royal Dutch shares. 
This is one of the largest and strongest 
oil companies in the world and the pres- 
ent price of the stock has, as you state, 
been weakened by the international situa- 
tion, as well as the uncertain outlook for 
the moment in the oil industry due to 
over-production in this country. We re- 
gard these factors as really having only a 
temporary effect on the shares of the com- 





pany. Its extensive operations in all quar- 
ters of the globe place this company in a 
very strong position in the oil industry 
and we regard it as having a very prom- 
ising future. 


REPLOGLE STEEL 


Speculative Possibilities 
Would like to have your opinion on Replogle 
Stcel.—B. A. E., Strathmore, Canada. 
Replogle Steel is a very volatile issue 
in its movements in the stock market. 
The company has valuable ore holdings 
and its recent acquisition of the Empire 
(Continued on page 624) 














































































Industrial Oil Mining 
Investors’ Indicator 
. . . . . 
wi Current Earnings—Dividends—Working Capital 
b Dollars Earned per Dollars Earned Per 

Share in 1921 Share in 1922 Yield on 

——_——_  - —*"—— Present Recent 
Industrials— First Six Twelve First Second Six Dividend Recent Price Remarks— 
Months Months Quar. Quar. Months Rate Price %) 

Allie-Chaleners .....ccccess - 8.23 4.07 def. 1454 none 4 53 7.5 Working capital, $24,000,000. Deficit 
after pfd., Ist querer, 1922, $10,027. 

Ce re def. a le 0.17 ieee 12 a Deficit, 1921, $5,205,5 

TRIN ccccsecccccs 1.92 4.11 1.25 1.51 2.76 4 56 7.2 Working capital, $3, 240,000. 

Amer. La France Fire E 0.96 1.45 0.38 0.42 0.80 1 13 8.0 Were capital, $2,406, 755. 

Amer. Druggists’ Syndicate. def. def. lt ste pba are 5 .. 1921 deficit, $883.5: ; 

Amer. Hide & Leather pfd... def. def. def. def. def. 70 1921 deficit, $550, 2. Deficit Ist 6 

‘ months, 1922, $35, 

Amer. Locomotive com. 12.00 *13.34 — some def. 6 119 5.0 Six Months’ deficit, rs 841, 780. 

Am, Steel “rey 0.06 0.13 0.54 1.35 1.89 3 41 7.3 Working capital, $13,125, 532. 

Butterick Co.. ~« Bae *5 .23 aie sacks ans one 21 ... Working capital, $3, 000. 

Central Leather. neeseeeseens def. def. def. def. def. 39 1921 deficit. $11,651, 425. Seteh, Ist 
6 months, 1922, $629,249. 

SN MR ctecadeneendceses 2.80 *3.29 1.58 4.17 5.75 4 70 G.8 _ cnaviedecescesassnenscegeccedaceeses 

Colorado Fuel & Iron...... 0.67 def. def. def. def. one 30 pee 1921 deficit, $2,731,172; 1st 6 months, 

F 1922, deficit, $449,699. 

Consolidated Textile........ def. def, 10 Six months’ deficit, $673,777; 12 
months’ deficit $757,058. 

Corn Products com......... 3.58 9.21 3.47 3.36 6.83 6 114 .8 Working capital, about $35,000,000. 

Endicott Johnson........... 4.29 10.79 abo ae 5.55 5 84 5.9 Working capital, $19,000,000. 

Famous Players............ 13.02 19.01 6.36 6.54 12.90 s 84 -7 Working ogne $10,800. "000. 

General Motors............. 0.31 def. nee ous 1.33 13 .. Deficit for 1921, $38 8,680, 770, after de- 
ducting $44, 465, 552 inventory loss and 
special reserves. 

Gulf States Steel........... def. def. 0.40 1.70 2.10 81 Sta 12 months’ deficit, $731,915. 

SR yuxe 1.39 0.75 chai et 17 5.9 Working capital, $2,515,873. 

Mack Truck com.......... ‘ def. def. 3.63 3.53 55 cae 12 months’ oe, after preferred divi- 
dends, $1,009,6 ; 

Lackawanna Steel .......... def. def. def. def. def. 76 12 months’ aa $3,384,877. Deficit 
ist 6 months, 1922, $652,852. 

Lee Rubber & Tire......... one 0.06 0.92 stats yd 2 27 7.4 Working capital, $8,170,521. 

i CR cccdacseccece - 1.09 0.72 1.58 2.30 2 36 5.6 Working capital, $8,491,508. 

Pierce Arrow pfd.......... def. *def. def. def. def. eer 24 me 12 months’ deficit, $8, 968, 712. Deficit 
lst 6 months, 1922, 6,992. i 

Republic Iron & Steel com.. def. def. def. 0.34 def. 72 12 months’ deficit, $7,415,000. Deficit 
lst 6 months, 1922, $625,700. 

Stewart-Warner ........... 2.19 0.95 3.00 3.95 3 a4 7.0 Working capital, $6,000,000. 

Stromberg Carburetor. 68 1.08 0.32 ieee ee nee 44 ae Working capital, $1,000,000 

Studebaker com.... 10.06 16.10 6.49 11.52 18.01 10 124 8.1 Working capital, $30, 000, 000. 

United Drug. . ' def. 0.37 0.81 1.18 ee 78 ...  %32mos. deficit $3,636, 

U. S. Steel com. 2.15 2.24 def. 0.96 0.88 5 101 4.9 Working capital over $500, 000,000. 

EEE agunesestacexuee def. def. ' ; 0.04 ae 49 mapa 12 months ‘deficit, $427,54 

Oils— 

California Petroleum....... . 7.79 11.45 2.64 ae 56 ... Working capital, $2,650,000. 

. . = ere 8.71 *0.17 ra 2.50 43 6.0 Increase price of gasoline very favorable. 

General Asphalt. Cabaerendewi def. def. def. bee 69 .. 12 months’ deficit after preferred divi- 
dends, $1,115,3 

cn tien ae 3.89 10.4 2.16 cade es 76 ie Working capital, $4, 350, os... 

Mexican Petroleum......... 17.50 26.82 ents $27.88 12 170 7.1 Net current assets, $14, 000,00 

Middle States Oil.......... 2.06 4.15 0.77 ee wept .20 13 9.2 Earnings before depreciation or Reet. 

PT Sli ckiscuedsvecsees 1.85 4.64 0.80 1.14 1.94 3 53 5.6 Earnings after ey = 

Pan-American A............ 6.07 12.94 new ee iene 6 73 8.2 Ome ard 5% of Mex. Pet. com. and 
75. ‘0 

Pierce Of] Com.....esscccee def. def. 7 12 months’ “te after preferred divi- 
dends, $6,135,6 

Sinclair Consol............. 0.60 def. 2 30 6.6 Netcurrentassets, $0, 000,000. 12 months’ 
deficit after depreciation, 908,000. 

| ere 0.37 def. 8 12 months’ deficit, $2,543,026 after de- 
ducting $2,746, 447, depletion, depre- 

Mining— ciation, etc 

American Smelting com..... def. def. 60 Six months’ deficit, $8,208,966; 12 
months’ deficit, $2, 576,135. 

American Zinc pfd......... def. def. 0.50 1.00 1.50 17 12 months’ deficit, 101. 

tt Sethian... saoxeee def. def. bai ater ; 30 12 months’ deficit, $1,814,204. 

International Nickel........ def. def. 18 12 months’ deficit, $1,042,745. 

Nevada Consolidated........ def. def. ; 17 me 12 months’ deficit, $1,870,337. 

Ray Consolidated.......... . def, def. Sates 16 ore 12 months’ deficit, $1,598,318. 

ST ens c0csec0cees - def, def. 2 65 3.1 12 months’ deficit, $2,058,109. 

bi Dividend rate given covers regular dividends on yearly basis. Extra or stock dividends are indicated in footnotes. 
* After depreciation, taxes and inventory adjustments, etc. 
3 After deducting $1,034,542 for depletion of oil lands and not includ i ing payments made by Kirby Lumber Co., which in 1920 were $1,171,875, 
equal to 4.5% on common. 
§ Five months ended May 31. 
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THAT YOUNG 
FELLOW 
OPPOSITE 


HE young fellow in the 

seat just opposite: Neat- 

ly dressed, clear eyed, tanned 

from exposure. Probably one 

of our “genteel clerks,” not too much in need of 
his salary just now. He will be. He will be. 

Wonder if he’s an investor? He could accumu- 
late a tidy sum in the next ten years by just utilizing 
the money he doesn’t need. Suppose he deposited 
fifteen a week in the savings bank. [Every six 
months he'd have three hundred and sixty dollars 
for investment. Placed in high-grade securities— 
Philadelphia Co., N. Y. Telephone Co., General 
Electric—there would be practically no chance of 
loss; there would inevitably be additions to capital 
in the shape of a good income yield; and there are 
at least possibilities of a substantial principal en- 
hancement. 

Disregard the dividends and the principal en- 
hancement. A crazy thing to do, but let’s do it: 
His investment fund will show a paid-in capital of 
seven thousand dollars ten years from today. A 
tidy sum, seven thousand dollars, when he finds 
himself wanting to buy a home, or an interest in a 
going business. 
es 8 ®& 


THE ROUGHLY 
DRESSED 
TRAVELER 


HE other young fellow, 
in a rough, patched suit 
alongside of him. A laborer, 
at first glance. Then you 
notice his hands, flexible, well-kept; and clean, linen. 
More likely a “trouble shooter” for the phone com- 
pany, or even more likely a mechanic. Busy as the 
devil, eight, ten hours a day. No time to watch 
security movements, and no energy left to study them. 
Has a good earning power, though, if our experience 
with mechanics is any criterion. Ought to be able 
to set aside at least ten a week. What will he do 
with it? 
Let's send him up to a building and loan associa- 
tion to inquire about “instalment shares’’—shares of 
an investment type, which at least one association 





A Carfull of People 





offers on the instalment plan at a cost of $1 per 
month per share. With his ten a week surplus, he 
could buy forty shares. 

Now, the particular “instalment share’ plan we 
know of has only been in operation about three years. 
None of the shares have yet matured. Hence, there 
is no precedent, yet, on which to base calculations 
of the period in which payments will have to be con- 
tinued. But strictly conservative figuring indicates 
that maturity would be reached within seven years 
at the latest. Taking this as the maximum period, 
friend traveler will receive, at the end of seven years, 
40 shares worth $4,000, which will have cost him 
not more than $3,360 in actual deposits. 

Get him to leave that $4,000 on deposit. He will 
receive interest on it at the rate of 4'42%, com- 
pounded semi-annually, thenceforth. Get him to 
leave it there for fifteen years more, or while his son 
is growing up. At the end of the period, the $4,000 
would have become nearly $8,000. 


* * * 


HOSE two young ladies 

over there; flappers, from 
the word go. Nobody could 
ever make them put by a 
penny; not until they're married. . Then the difh- 
culty, likely as not, will be get "em to spend any- 
thing. 

Suppose one of them should come over here, 
though, and ask me what to invest in? Only one 
answer: Madame, while fully aware of the fact 
that you will never, never take my advice, I never- 
theless recommend -that you put a little aside every 
week; and I recommend that you put it in the 
highest grade security to be had. Go to the nearest 
Federal Reserve Bank, trust company or even post 
office, and tell them you wish to purchase Treasury 
Certificates. For $20 you will receive a certificate 
which, in 5 years, will be worth $25. Perfectly 
all right, Madame; no thanks necessary. I know 
you won't do this anyway, but you asked for my 
advice, and now you have it. 


THE LADIES, 
BLESS ‘EM! 
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Smith’s Second Attempt 
As Told By Himself 


By RALPH RUSHMORE 


(This is a continuation of the 
story “How Smith Became an Inves- 
tor,” which began in the June 24th 
issue.) 


AVING absorbed, as I thought, a 

certain amount of knowledge about 

security investments from my 
friend Brown, I decided to forget my 
first unfortunate experiences and start 
in new. 

A month's vacation, granted me by my 
firm as a “special recognition of eight 
years’ hard plugging,” gave me the op- 
portunity I wanted. 

I took fifteen hundred dollars out of 
my bank, where it had been lying for 
some time in company with about eight 
hundred more, and travelled down to 
Wall Street. There I located an old 
college friend, with the firm of Swenson 
& Swenson. He acted more pleased to 
see me than I thought the occasion called 
for, but I was not suspicious. 

Swenson & Swenson had a fine, hand- 
some office on Broad Street. (This was 
in December, 1921.) Getting off the ele- 
vator, you passed through a double row 
of “cages,” where there must have been 
at least a hundred clerks, stenographers 
and telegraph operators busily at work. 
Then you came upon a huge “waiting- 
room” effect, with the word “CUS- 
TOMERS” in great gold letters on the 
door. 

The room, for all its size, was densely 
crowded. At first I was rather conscious 
as I stood in it, talking to my friend 
Jennings. But the consciousness soon 
wore off when two characteristics of the 
crowd of men became plainer: First, 
they were quite evidently too absorbed 
in the score board that stretched along 
the walls on two sides of the room, to 
ever notice me. Secondly, and more to 
the point, I gradually realized that they 
were all what you might call “little busi- 
ness men.” They had all the earmarks 
of grocers, clothing dealers, clerks, sales- 
men, and the like. Some were flashily 
dressed, some poorly dressed, but not 
more than four or five were dressed in 
the quiet, clean-cut style that more or 
less goes with independent means. Noth- 
ing against them, this. I have just as 
much regard for an honest, up-and-doing 
delicatessen dealer as I have for a 
wealthy banker; only the delicatessen 
man isn’t quite so impressive a person- 
ality when you meet him in financial 
circles. 

“Got something good for you, Bill,” 
said Jennings before I'd been with him 
more than five minutes. He spoke in a 
mysterious, low voice. 

“This Villanova Silver—Canadian con- 
cern—they’re handling the market right 
across the street—” Jennings raced on, 
“Made a big strike yesterday, we hear— 
nobody knows about it except us. We're 
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not putting in any but our best customers 
—stock’s selling at 48 cents a_ share. 
With a thousand dollars you could buy 
twenty-five hundred shares—double your 
money in a week!” Jennings talked 
something after the fashion of Sam Wel- 
ler. 

I can still recall perfectly the sensation 
(it was a physical sensation) his remarks 
produced in me. My brain sort of reeled 
and my heart began to hammer against 
my ribs. As though it had been flashed 
on a movie screen, I suddenly saw myself 
enveloped in wealth, written up in the 
papers as the “canniest bargain-hunter in 
Wall Street,” rolling about town in a new 
Packard car. 

Give me credit, though. I remembered 
Law One! And I tried to apply it. 

“Who's running this—this Villanova 
outfit?” I asked. “Who’s behind it?” 

As long as I live, I shall never forget 
the look Jennings gave me when I asked 
that question. It made me feel like a 
gangling schoolboy; it veritably scorched 
me with disgust. : 

“Say,” said Jennings, “Don’t you know? 
Why, Villanova’s backed by one of the 
biggest crowds of capitalists in the min- 
iag business. Fellows like Lewisohn and 
Clark and E. P. Earle—why they couldn't 
get in with this bunch. Say,” he went 
on, “you oughta know I wouldn’t recom- 
mend the stock if the bunch behind it 
wasn't O. K.” 

The man’s tone as he spoke kept up 
that searing sensation inside me. The 
feeling grew in me that I’d made a fool 
of myself—displayed abyssmal ignorance, 
hurt Jennings’ opinion of my mentality, 
and all because I hadn't known who was 
“behind” Villanova Silver. 

“You say—I ought to double my 
money in a week?” I asked, timidly. 


“Why not?” growled Jennings. “Why 
not?” 
I couldn’t think of any good reason 


“why not,” and it didn’t occur to me that 
Jennings had failed to give me any par- 
ticularly good ‘reason “why.” Red and 
embarrassed, I fished the envelope out of 
my pocket, counted ten 100-dollar bills 
from my roll, and handed them over to 
Jennings. 

If only I had known that one of the sur- 
est ways of “landing” a prospective buyer 
is to pretend to find him ignorant! 

The rest is history—at least, to all the 
people who bought Villanova. The stock 
went up 10 points within twenty-four 
hours. And thereafter, all of us did 
just what I did: Fished out whatever re- 
mained of our “rolls” (in my case, it was 
five hundred dollars) and handed it over 
to the cashier with a written order to 
buy as much more Villanova stock as he'd 
let us carry. 

It took about twenty-four hours for 
Swenson & Swenson to rake in all the 
new buying orders that could be gotten. 
Then the stock began to slip. 









As it went down, point by point, I saw 
Jennings and the rest of the crew en- 
couraging the poor fools who held the 
stock, telling them how the decline was 
just a “natural reaction” or a “shakeout, 


to get rid of the weak holders.” Most 
of the customers took the balm, and 
stuck. But I grew suspicious. 

While the stock was still a few points 
above what I had paid for it, I called up 
my friend Brown. I told him where | 
was and exactly what I had done, eve 
to the number of shares I had bought 
and the price I had paid. I described my 
broker in detail. I asked him what to d 
next. 

“Wait right there,” said Brown. 
coming over.” 

Brown must have come on wings. H« 
arrived within ten minutes. With hin 
was a great, burly individual who looked 
to be a second Jeffries. 

I stepped over to welcome Brown, but 
he greeted me only abruptly. Glancing 
about the room, he located a private of 
fice marked “Mr. Swenson.” Without s: 
much as a “by-your-leave,” he switche: 
the knob viciously and stepped inside 
His burly companion followed him. 
brought up the rear. 

Mr. Swenson was seated at his desh 
when we entered. He whirled around i: 
his swivel chair like a startled rabbit whe 
we entered, and his face turned a ghastl) 
white when he saw my friend. 

“Hello, McCarthy,” said Brown. 

McCarthy, alias “Swenson,” relaxed 
into a foolish grin at the greeting. 

“Well, Mr. Brown,” he said thickly, 
“What can I do?” 

Brown talked in a voice that was ab 
solutely toneless. 

“You can dig up fifteen hundred dol 
lars in cash from your safe right nox 
and hand it over to this man here!” H« 
motioned toward me. 

“But, Brown—” I began. 

“Shut up, Bill!’ retorted my friend 
Dazed and totally at loss, I did as I was 
told. 

I saw McCarthy, alias Swenson, ris« 
from his desk. I saw him extract a roll 
of bills from a little safe nearby. As hi 
did this, I saw Brown scribble some 
thing on a piece of paper and hand it t 
McCarthy. It read: 


“I'm 


“Bought and received, from William H. 
Smith, 4,552 shares of Villanova Silver 
Mining stock, at a total cost of fifteen 
hundred dollars ($1500) cash. 

DE Sav vesnwesteceseeuans - 


McCarthy, taking the paper fron 
Brown, read it. Beads of perspiration 
stood out on his forehead. 

“Aw, say,” he protested. 

“Sign that, McCarthy,” admonished 
Brown, “and sign it quick. The district 
attorney can be reached by telephone 
and I have somebody to prevent yot 
leaving this office.” He nodded toward 
his burly companion, who advanced with 
a mountainous stride toward the broker's 
desk. 

With a gesture of despair, McCarthy 
signed. Limpid, sore, he handed th 
sheet back to my friend. Brown's out 
stretched hand waited for something 
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more. For a moment McCarthy hesitated. 
Then: 

“Oh, Hell!” he muttered, and handed 
over the cash. 


It was in Brown’s private office five 
weeks later that I learned of the collapse 
of the firm of Swenson & Swenson. 
Talking the business over, Brown told 
me something of McCarthy’s past record 

how the man had been twice indicted, 
once through the efforts of Brown him- 
self; how he had bobbed up again each 
time and resumed business under a new 
name. Jennings, my one-time friend, 
irovided to have been simply one of Mc- 
(arthy’s innumerable “sucker fishers,” as 
the class is too kindly called—a man who 
is willing to sell out his oldest friends 
or the sake of bringing new accounts 
into a den of thieves—and new commis- 
sions into his own pocket. “Villanova 
Silver,” of course, was an out-and-out 


fake—bait that had been cooked up to 
attract just such ignoramusses as my- 
self. 

With my bank roll back in the bank, 
thanks to Brown, I could look on the dis- 
aster philosophically. And I could see 
the sense of the Second Law in that 
bulky, half-finished volume Brown was 
writing. It read: 


FUNDAMENTAL LAWS OF INVESTING 

LAW TWO: No mattcr how much care and 
discretion you may exercise in your invest- 
ment selections, your progrcss is inevitably 
doomed if you fail to exercise even greater cau- 
tion in selecting your broker. 

When selecting your brokcr: 

(a) Confine yoursclf to member houses of the 
New York Stock Exchange or the In- 
vestment Bankers Association, or else 

(b) Obtain from a reliable, independent au- 
thority, such as your bank, your trust 
company or The Magazine of all Street 
an endorsement of the house you con- 
template patronizing. 


(To be continucd) 
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Getting Down to Cases on This Home- 
Owning Proposition 
A Calm, Unprejudiced View Based 
On an Actual, Everyday Experience 
By JOHN BAILEY 


HE question of owning or renting a 

home has been debated in these 

pages many times, and yet I do not 
believe the question is debatable. Ti a 
person expects to move from a locality, 
for one reason or another, or if there is 
a reasonable chance of such a move, he 
should not consider an investment in a 
home. But to my mind the likelihood of 
moving is the only one that should deter 
a person from making his first invest- 
ment in a home. 

We have read accounts of some people 
who are renting homes for a small por- 
tion of what it would cost the home- 
owner for taxes, repairs and the interest 
on his investment. We have read of 
others who own their homes and figure 
that they are realizing ten per cent on 
the investment. In the investment mar- 
ket we find much the same state of af- 
fairs. One man buys an apparently safe 
ond, only to have the company go into 
a receiver's hands with disastrous results 
o his income. Another buys Southern 
Pacific stock and is rewarded with oil 
ights worth a great deal of money. 
We have the lucky and the unlucky in 
both fields. But in considering cases of 
this kind we should confine ourselves 
to the average case and eliminate the 
extraordinary. 


Average Costs 

If we consider the average case, then, 
ve come right down to the same prob- 
lem which we meet in the consideration 
of all investments. The amount of re- 
turn on any investment is a direct meas 
ire of its desirability as determined by 
ur great mass of investors. <A large 
eturn in any line, caused by special con 
ditions will start a flow of capital into 
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this line which will gradually cease as 
the return approaches normal. 

The return on real estate is held down 
by its relative safety. On the other hand, 
it is increased by its poor marketability. 
No one knows what this average return 
is, but the young investor permanently 
located may rest assured that he will get 
a fair return on his capital. Just as in 
other investments it will be large or 
small in proportion to the judgment he 
uses in making his selection. It is not 
a question of type of security in itself, 
but of which type is most suitable to his 
circumstances and to the judgment he 
uses in its selection. 

There is now, has been, and always 
will be a great demand for homes to 
rent. If it did not pay the owners a fair 
return they would sell and invest else- 
where. The very fact that so many 
homes are rented proves that investments 
in real estate receive their fair return. 

If we now acknowledge that landlords 
on the average are receiving a fair re- 
turn on their investment, it is very easy 
to see that the home owner must reccive 
more than a fair return Ask any real 
estate man if it pays to rent houses. Ask 
him to climinate the present abnormal 
rents, and possible future subnormal 
rents, and to base his opinion on average 
normal conditions. He will probably tell 
you that it all depends on the tenant. 
He will tell you that it pays if you get 
a good tenant but that they are hard to 
find. He will likely mention the loss due 
to property being vacant, which he makes 
up by charging a higher rent 


Points to Decide 


lt is these two points that should de- 


cide the question for any one who is 
permanently located and does not have 
to consider marketability. If he buys or 
builds an average home, with average 
judgment, he will receive the fair re- 
turn to which he, or any other owner 
would be entitled. In addition to this 
he will receive an amount of return, 
probably as much as two per cent, as a 
bonus for having a good tenant (himself 
in his own house) and for not having 
any vacancies. If it pays to rent homes 
to other people (and it must or there 
would be none for rent) it certainly must 
pay the home owner who has the above 
There are other advantages 
enjoyed by the home owner but they 
have been cited many times in these 
pages and need not be repeated here. 
The real reason that so few people 
realize a good return on their home in- 
vestment is that they buy or build a 
home which should rent for, say, sixty 
dollars and then charge themselves 
thirty. Take the ordinary individual who 
is perhaps living in a flat and paying 
forty dollars a month rent. He buys an 
eight-room house in a better location. He 
installs many conveniences if not luxuries, 
builds a garage for his flivver, and may- 
be he has room for a garden. In other 
words he buys a house for ten thousand 
dollars and which would probably rent 
for one hundred a month. After a year 
or so he figures up the interest on his 
investment, his taxes, repairs, insurance, 
etc., and finds that they average seventy- 
five dollars a month. He becomes a bear 
on the real estate market. “Why, it costs 
me seventy-five dollars a month to own 
my own home and I used to rent for 
forty!” He never stops to figure what 
he is getting for his money. He is like 
a friend of mine who would not own a 
Ford but won't buy a Studebaker because 
he can get a Ford for less than half the 


advantages. 


money 


The Writer's Experience 
The writer has owned his own home 
for thirteen years. He did not make a 
remarkably good buy, or an_ especially 
poor one; just an average buy. The 
house next door is not as valuable but 
at that time and ever since has rented for 


thirty-five dollars a month or more. 
Mostly more. He has kept complete 
records of all expenses year by year. 


The yearly expenses would probably not 
be of interest but the average yearly ex- 


penses follow. 

Original cost , $4,150.00 

Additions and improvements. 317.07 
Total investment $4,467.07 


Average per year, taxes 
> en repairs 
insurance 


Average total expense per year 


Yearly rental value, $35. per mo. 
Net return on investment per year 
Annual return on investment, per cent 





The figures are very conservative, as 
many of tthe repairs could well be 
charged to the capital account as im- 
provements and the average rent would 
have been more than thirty-five dollars 

(Continued on page 626) 
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Points for Income Builders 
What “Bid and Asked” and Other 
Much-Used Financial Terms Mean 


F you own a se- 

curity that is listed 

on the New York 
Stock Exchange, you 
can at all times de- 
termine the approxi- 
mate price at which 
a sale could be made 
by obtaining the “bid” 

price thereon. 

Vice versa, if you are thinking of buy- 
ing such a security, you can determine 
its approximate cost by obtaining the 
“asked” price. 

“Bid and asked” quotations, in other 
words, are always to be had on any listed 
security. They are obtained, by your 
broker, from the specialists in the stocks 
in question—that is, the brokers who 
make it a business to keep constantly in- 
formed of the supply of and demand 
for these issues. 

In the case of inactive issues, in which 
transactions do not often occur, it is fre- 
quently necessary to consult the “bid and 
asked” tables to keep track of the current 
market price of your holdings. For- 
tunately, the more enterprising dailies 
publish these tables in full in every issue. 


Spread 

Although used sometimes in other con- 
nections, “spread” is, in most cases, the 
term for the difference between the cur- 
rent bid price of a given security and the 
asked price. 

Thus, when Sinclair Oil preferred is 
quoted 96 bid, offered at 100 (or 96 @ 
100, as it is generally put) the spread is 
4 points. 

The less active the stock, the wider 
this spread will be. Underwood Type- 
writer, for example, while an unusually 
high-grade security, is closely held and 
seldom traded in, and it is quoted 135 @ 
150, or with a spread of 15 points. 

This larger spread in the case of inac- 
tive securities might be explained as fol- 
lows: The specialist in an inactive stock 
has only a few orders in it on which to 
basé quotations, and few, if any, recent 
sales. Hence, the element of guesswork 
enters into determining what the opinion 
concerning the stock would be if it be- 
came active. The specialist plays on the 
safe side, keeping his bid price as low 
and his asked price as high as he dares. 


Gushers 

A field expression, 
wells which, after being “brought in 
(drilled) develop an enormous flow of 
their own, resulting from underground 
pressure. 

The active element in the securities 
market once had a great fondness for 
gushers. Wells that shot out thousands 
of barrels a day looked to be exciting 
sources of income—black dollars pouring 
from the ground. 

Experience has tempered some of the 
gusher attractions. Today the tendency 
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applying to oil 


is more or less toward regarding a gusher 
as a harbinger of misfortune; the reason 
being that so many of these high-pressure 
wells have been found to suck in salt 
water almost as quickly as they pour out 
oil. 


Market Adjectives 


Wall Street has a language of its own; 
and some of its terms are confusing to 
the newcomer. 

Chief among the Wall Street words 
are the adjectives used to describe the 
character of the market. There are a 
number of these, and each one has its 
own shade of meaning; for example, a 
market is said to be: 

Weak, when price declines are general ; 

Soft, when stocks and bonds offer little 
resistance to selling pressure; 

Irregular, when the advances and de- 
clines are about evenly distributed; 


Steady, when the tendency is toward 
stability (this term is often used after a 
severe reaction, when things begin to 
“steady down”) ; 

Firm, when the market displays good 
resistance to selling pressure, and the 
tendency seems upward; 

Strong, when a general upward move- 
ment prevails. 


Fiat Money 

When a government hasn’t anything 
more substantial to back up its money 
with, the practice of issuing the money 
under a sort of imperial edict, forcing 
its acceptance as legal tender throughout 
the land, has been known to be resorted 
to. 

The money so issued is sometimes 
called “fiat money.” 

The term fiat, “this shall be!” harks 
back to olden times when monarchs 
thought nothing was beyond their power 
to control, even to the tides of the sea. 
The reference is rather apt, since the 
economic laws which “fiat money” flaunts 
are no less irresistible than those very 
tides. 





Income Builder Develops the Budget Idea 


Compares His Actual Costs With Our Theo- 
retical Budget, With Interesting Results 


HE following letter is in response to 
T the “Budget for the $2,500-a-Year 

Man,” published in our last issue, in 
which were shown the expense allowances 
such a man could assume and still not 
spend more than from $158 to $183 per 
month. 


BY FI Department, 

Gentlemen: Your budget for the $2,500 a 
year man in the August 5th issue was in- 
teresting. It seems to me, though, that some 
of your allowances are very small, and there 
are some omissions. Gas and electric light 
cost me about $5 per month and coal about $9 
or $10 (burning about 7 tons of coal in the 
winter). The allowance is $6 per month for 
both in your budget. Nothing is allowed for 
car fare or telephone. 

I have been married about 2 years and have 
kept a fairly accurate account of my expenses 
during this time. I paid rent for about 18 
months, then bought a 2-family house. I re- 
ceive rent which will pay the taxes and in- 
terest on first mortgage, and I have been mak- 
ing monthly payments on second mortgage, so 
that what I call “rent” now is actually going 
toward paying for the house (“‘savings,” 
really). 

My budget is for a $2,100-a-ycar man, and 
is as shown in the accompanying table. 

I have found it hard, almost impossible, to 
save anything out of my salary.—C. E. V., 
Schenectady, N. Y. 


Your budget is extremely interesting, 


Mr. C. E. V. Morevover, we see no op- 
portunity for reducing your living costs, 


without depriving you of the few plea- 
sures you are now enjoying. 

But why end up with that remark about 
not saving anything out of your salary? 
By your own enlightened action (which 
you yourself refer to) in purchasing that 
two-family house, you have put yourself 
into the position of securing rent free; 
and the $30 a month you are applying to- 
ward that 2nd-mortgage in reality repre- 
sents a constantly increasing equity in a 
property of tangible value; in other words, 
you are not only saving but investing $30 
a month. 

It is interesting to note that, including 
all the items (insurance, telephone, etc.) 
which we purposely omitted from our bud- 
get, you exceed by only $7 a month the 
maximum allowance shown in our budget. 
In other words, adjusted to your particular 
case, our budget holds water, even though 
it was prepared for a man with a larger 
income. 

You do not mention your age, or your 
business prospects. But assuming (since 
you have only been married two years) 
that you are young, you have every pros- 
pect of a gradually increased earning 
power. By keeping expenses down, you 
should enjoy a correspondingly increasing 








INCOME 
Monthly 
EXPENSE ALLOWANCE 


For Monthly 


Food . 
Clothing 


Fuel, light 
Telephone 





TWENTY-ONE HUNDRED A YEAR BUDGET 


Labor and laundry 
Supplies and equipment 
Carfare 

Books and magazines... .. 
Recreation 


Xmas, dues, insurance 


Total expense allowances. ..... 
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saving power as time goes on; and be- 
fore very much longer, you should be able 
to make periodic purchases of Govern- 
ment Savings Certificates, high-grade 
$100 corporation bonds, building and loan 
association shares, guaranteed mortgage 


bonds and all the other investment me- 
diums appropriate to the small investor. 
Add these to the title you will eventually 
have, free and clear, in your home, and 
you can see financial independence grad- 
ually coming within reach. 


o>. 
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An Introduction to Economics 


What “Economics” Means—a 
Working Definition of Wealth 


In what follows, Income Builders 
will find the first article in the prom- 
ised series whose purpose is to dis- 
seminate a practical knowledge of 
economics, finance and _ investing. 
The series will continue in subse- 
quent issues. Comments and sug- 
gestions from readers, as the series 
progresses, are invited. 


OR the average man, a knowledge of 

the effects that will be produced by 

a given cause is all that is necessary 
to an intelligent and enterprising career. 
Iie does not need to know the “why” of 
it, nor be able to explain each step in the 
reaction. He can make as good use of 
the practical knowledge he possesses as 
the scientist can make of his academic 
learning. 

Thus, the farmer who knows, if only 
from experience, that a given chemical 
solution will produce better results in 
certain crops than bone dust fertilizer 
will do, has all the information he needs. 
The chemist who can explain every 
phase of the process can produce no bet- 
ter crops. 

Something of this idea is to be fol- 
lowed in this series of articles, where 
the effort will be to describe the funda- 
mental causes and effects in the economic 
scheme in such a way that a practical, 
working knowledge of the subject may 
be had by the practical, working in- 
vestor. Academicians, theorists and ad- 
vanced students—all who make more or 
less of a profession of the subjects to 
he covered—may be warned in advance 
that abstract reasoning, precise defini- 
tions, with just the right shades of mean- 
ing, and detailed exposition will be care- 
fully and purposefully avoided. While 
nothing that is necessary will be ex- 
cluded, everything that is unnecessary 
will be; for the object of the series is 
not to produce a volume of monumental 
proportions, but a reference book on 
economics and finance which the every- 
day investor can use in his every-day 
investing. 


What “Economics” Means 


Chemistry is the science which treats 
on matter in its various forms, as we 
find it in the air, the earth and the sea, 
the relation of these forms, one to an- 
other, the effect combinations of the 
forms will produce, and the uses to which 
each form can be put. Chemistry has to 
do with the air we breathe, the food we 
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eat, the innumerable compositions we use 
in manufacturing the articles our civiliza- 
tion requires. 

Physics is the science which treats of 
the phenomena produced in matter when 
the element of energy is introduced. It 
has to do with our gasoline engines, our 
steam locomotives, our water dams and 
our windmills. Associated under the al- 
most limitless general terms of physics 
are the natural forces of gravity, resis- 
tance, light, sound, and so forth. 

No more abstruse—no less closely re- 
lated to the everyday life of men and 
women—is another great science, the 
Science of Economics. And, what is of 
greatest interest, this science of 
nomics is as irrefutable in its laws, as 
inevitable in its application as either of 
the other two. In a word, Economics 
is the science of Supply and Demand as 
related to Wealth, and as such, it in- 
volves production, consumption and dis- 
tribution in whatever form they take 
throughout all parts of the world, civil- 
ized or non-civilized. 


eco- 


Knowing Economics 


To know Economics, its causes and ef- 
fects, its chief laws, its practical applica- 
tion, is to know why your clothing costs 
what it docs, why it is made where it is, 
why you have to fay for it, and in what 
medium of exchange; it is to know what 
are the causes of price-cutting and price- 
advancing in every-day business; it is to 
know the meaning of “trade cycles,” the 
reason for the clocklike ebb and flow of 
trade—an inexorable movement which no 
forces of man’s making can deny. “Eco- 
nomics” covers the farmer’s planting and 
the farmer's harvest; no ship ever put to 
sea that did not go as a unit in some 
phase of the economic system. 

In short, every action taken by man 
or woman having as its purpose a ma- 
terial gain, is an action taken on an 
Economic Principle. Little wonder, then, 
that those who have a thorough, practical 
knowledge of economic laws, who know 
how to apply those laws or how to con- 
form with them, are held to be at a 
great advantage over the more ignorant. 

Here are some concise definitions of 
the term “economics” as supplied by apter 
pens: 

“Economics, in ordinary, every-day speech, is 
the- study of man from a business point of 
view.’—From “Wealth—Its Accumulation and 
Distribution,” by Prof. A. W. Kirkaldy. 

“The science (1) which treats of those social 
phenomena that are due to the wealth-getting and 


wealth-using activities of man; and which (2) 
deals with all the phases of his life in so far as 


they affect his social activity in this respect.”— 
From “Elementary Principles of Economics,” 
by Richard T. Ely, in collaboration with George 
Ray Wicker. ° 

“The science that treats of the production and 
distribution of Wealth."—From the Standard 
Dictionary. 


What Is Wealth? 


No understanding can be had of what 
has gone before unless careful knowledge 
is had of the meaning of wealth. For 
wealth is the basic element of the eco- 
nomic system and, as has been said, its 
production and distribution are the com- 
ponent parts of the system. 

We could go back to the beginning and 
trace the derivation of wealth in the 
forms in which we find it today. But 
that seems unnecessary. It should be 
enough to say that wealth is the poses- 
sion of any article that other people 
are willing to work to possess; any 
natural resource, such as farm land, 
water power or mining claims, capable 
of producing such articles; or any ac- 
cepted token, such as paper money, 
metallic currency, stocks and bonds 
which evidence either part ownership 
in such articles or else the ability to 
procure ownership. 

That phrase, “which other people are 
willing to work to used 
above, may seem a little confusing at 
first. But a little further investigation 
will clarify its meaning. 

Suppose that you, good reader, held in 
your possession, rightfully and legally, a 
tract of 80 acres of standing timber. Sup- 
pose you wanted to dispose of it and se- 
cure a country estate in its place. If no 
one were willing to work to get that 
timber from you, you could only give it 
away; hence your timber could not be 
called “wealth;” but somebody would be 
willing to work to get it, becanse timber 
is one of the most useful commodities 
in our civilization. You would ferret 
this person out, through the medium of 
advertising, perhaps, and he would give 
you for your timber the product of his 
working—generally what we call money; 
and, after agreeing on the price, you 
would make the exchange. 

“But,” you may say, “many men have 
money which they have not worked to ob- 
tain; it may have come to them through 
inheritances—they may have simply been 
Doesn't that ruin the defini- 


possess,” as 


born to it. 
tion?” 

It does not. Every penny held by any 
man on carth represents the product of 
effort on somebody's part. As such a 
product, it may have been handed down, 
gratis, to some beneficiary under a will; 
or it may be handed over as a gift dur- 
ing the benefactor’s lifetime; but it re- 
mains just as much the product of some- 
body's work. 

The only variation is in the kind of 
work that produced it. 


Résumé 


its final 
and Demand as 


analysis, is the 


Economics, in 
related to 


study of Supply 
wealth. = ¢ . 

Wealth & the possession of any article that 
other people are willing to work to possess ; 
or of a natural resource capable of producing 
such an arttcie; “or of any token, such as 
paper moncy, representing the product of 
work. 
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Public Utilities 


America’s Premier Common Stock 


Investment 


Reasons Why American Telephone and Tele- 
graph Should Be So Regarded by Investors 


By ALFRED MAYS 





N our issue of July 22d we 

presented a method of analyz- 

ing the elements by which a 
security may be judged. Suppose 
we apply that test to American 
Telephone & Telegraph: 

Is it a necessity of modern life? 
It is, because of its vast network 
of telephone lines, serving prac- 
tically every city, town and coun- 
try district throughout the United 
States by means of 13,400,000 
telephone stations, without which 
modern methods of living would 
be impossible. Eliminate the tele- 





25 per cent 


Bell Owned and Connecting 13,400.000 
Outside Bell System 500,000 


THE WORLDS TELEPHONES 
All Other Countries 


10 per cent 


United Stotes 
65 per cent 


Europe 


In United Stotes 


December 31, 192! 


Its future possibilities are un 
limited. American Telephone & 
Telegraph Co. is putting $500,000 
new money per day into new 
trunk lines, central stations, con 
duits, etc., all of which are en 
gineered and planned years ahead 
in anticipation of the development 
of its system. Other companies 
build new plants to meet the de 
mand when it arises, but the Tele 
phone Company builds hundreds 
of millions of dollars worth o 
new extensions, or provisions 
therefor, years before they ar 
needed. In this particular respect 








phone from these thirteen million 
subscribers’ homes, offices and 
factories, and you would set 
American life back forty years; 
reduce business efficiency 75%; 
isolate millions of homes and businesses. 
The supplying of telephone service is, 
therefore, an absolutely essential industry. 

Its history is one of persistent growth 
and development, uninterrupted by panics, 
wars, or depressions. During the past 
twenty years the growth of the Bell tele- 
phone business kas been six times as rapid 
and far more consistent than the growth 
of the railroad freight traffic in the United 
States. The system kas shown a surplus 
over interest and dividends each year. 
Dividends for more than forty years have 
amounted to at Icast $7.50 per share per 
annum; for fourteen years prior to 1921, 


A—With only one-sixteenth of the world’s popula- 
tion, the United States has two-thirds of the world’s 


telephones 


the rate was $8 per share. In July, 1921, 
the rate was increased to $9 per share. It 
is difficult to recall any American corpora- 
tion which kas established a record com- 
parable to this. 

For over forty years the system has 
shown a margin of safety over and above 
dividend requirements, and thé surplus so 
earned each year has been put back into 
the property. Reserves for depreciation 
and other purposes Lave confirmed the 
legitimacy of the dividends so paid. Im- 
mense property values have Leen built up 
behind the common stock. These are illus- 
trated in the accompanying graphs. 


the Telephone Company stands in 
a class by itself. 

All this new money goes to 
increase the equity behind thx 
common stock, each share of which, al 
though selling in the market for $122, has 
behind it assets of $200 per share, figur 
ing its interest in the assets of affiliated 
companies at cost. 

With over thirteen million subscribers 
(customers) now, and with these increas- 
ing at the rate of 500,000 per annum, it 
will not be many years before the com- 
pany’s clientele is doubled. At the end of 
1921 there was one telephone to ever) 
eight persons in the United States, whereas 
there was one to every sixteen persons in 
1910. Early in the 1930s there should be 
one telephone to every four persons. 





GROWTH .OF 
THE BELL SYSTEM IN NUMBER 
OF TELEPHONES 





1907 Panic 





$ 500,000,000 


STEADY GROWTH OF REVENUES 
BELL TELEPHONE SYSTEM IN U.S. 


US. Enters 
Wor 


European 
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1920 





B—With the 500,000 and more Bell telephones added 
yearly, there is provided a:corresponding increase of build- 
ings, switchboards, underground conduits and cables, etc. 
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C—In periods of business depression and periods of 
activity, Bell system revenues have grown steadily. Daily 
expenditures for expansion amount to $500,000 
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RAPID GROWTH IN NUMBER 
OF STOCKHOLDERS 


1900 


ject of the Telephone Com- 
pany to show large earn- 
ings on its stock but to earn 
a liberal margin of safety 
and put surplus carnings 
back into the property so 
as to further aid in financ- 
ing its future growth. 
The American Telephone 
& Telegraph Co. is the cor- 
poration which the 
principal financing of the 
entire Bell system. It sells 
its own stocks, bonds and 
interest-bearing obligations, 
and invests them in the 


does 








D—The American Telephone Company has more 
The average num- 
ber of shares held ten years ago was 67, today it is 29 


vomen stockholders than men. 


lt has little or no competition. There 
is no other line of business so thoroughly 
entrenched as practically to eliminate com- 
petition, or one in which competition is 
so little desired by either the company or 
the people themselves. 

The company is also strongly protected 
in the matter of patents so that it would 

almost impossible for any new concern 
to supply up-to-date apparatus and equip- 
ment. In constructing, through its 


securities of its subsidiary 
companies, of which it owns 
about 90% of the voting 
stocks. A number of sub- 
sidiaries sell their own and 
when advisable, necessary or convenient 
repay the parent company. By this method 
the money is raised where it can be done 
to the best advantage, and the forward- 
building is accomplished where it is most 
required. 

The Telephone Company's 
stock is now paying $9 per share, which, 
at a price of $122, nets the investor 744%. 


securities, 


common 


pany should continue issuing new stock 
at par or above to stockholders who 
are willing to purchase it, it is difficult to 
state on what basis it should sell in the fu- 
ture. Naturally, a high-grade investment 
stock of this kind is governed very largely 
by money rates so far as its market price 
is concerned, but if the time has passed 
when new issues of the common stock are 
to be sold to stockholders, then it is rea- 
sonable to look forward to the time when 
these shares should sell on a basis of 642% 
or less, which would mean a very material 
appreciation in market price. 

But even if this should not be the case, 
the stockholder is bound to benefit by any 
privileges which the company offers him 
by way of subscriptions to new stock at 
anything less than the prevailing market 
price; for these rights would be valuable 
in either of two ways: (1) if he sells 
them. at the market price as soon as avail- 
able, or (2), if he subscribes to the stock 
so offered, because this in time will bring 
further subscription rights if that policy 
should be favored in the future. 

Should the company definitely announce 
that its common stock is not to be in- 
creased in future, the natural result would 
be a material enhancement in market value. 

This common stock of the 
American Telephone & Telegraph 





subsidiary, the Western Electric 
Co., all of its own equipment, it 
has insured to the public instru- 
ments of the highest and most 
cfiicient type, on which it has built 
a service far surpassing that of 
any other country on earth. In 
all the rest of the world combined 
there is only one telephone to 
every two of the American tele- 
phone system. 

Its management is highly effi- 
cient. The character of its man- 
agement is clearly shown in the 
graphs presented herewith. With- 


DOLLARS PER SHARE 





NET EARNINGS PER SHARE OF 
AT.&T STOCK AVAILABLE FOR DIVIDENDS 


Co. is better secured than a great 
many bonds and far better se- 
cured than a great many pre- 
ferred stocks, both of which sell 
at prices that yield less than the 
present 7.3% on Telephone. If 
this stock should sell on a 6% 
basis it would mean a price of 
$150. As an 8% stock it formerly 
sold from 130 to 140, and fre- 
quently above that figure. 

For the above reasons, and 
many others, American Telephone 
& Telegraph Co. common stock 


DOLLARS PER SHARE 








ut the highest type of efficiency 
in mangement, no such _ record 
as this could have been estab- 
lished. Its business is built upon 
i foundation of good service in a 
onstantly broadening field. The tremen- 
dous financial strength which has been 
luilt up beneath its securities, the high 
confidence in which the company is held, 
ittest to the character of the past and 
present management. It is not a manage- 
ment representing any large financial in- 
terests, for out of the 200,000 stockholders 
ot one owns more than one per cent of 
the total stock. Fifteen per cent of these 
are employees, and over 125,000 employees 
are making periodical payments on stock 
f the company which they are purchas- 
ng on the instalment plan. 

Its financial strength is unquestioned. 
This is best illustrated by the graph en- 
titled “Plant and other Assets and Capi- 
tal Obligations.” Study this and you will 
see what a small proportion of mortgage 
lebt there is compared with the total value 
f plant and other assets,.and how rap- 
idly these assets are accumulating. Note 
the proportionate rise in the asset column 
for 1921—a good indication for the future. 
Note (graph E) the amount of surplus 
each year over amount required for divi- 
dends, and remember that it is not the ob- 
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E—Long record of dividend payments with a margin 


of safety in surplus earnings 


Recent financing operations of subsidiary 
companies have proven that local com- 
panies can find a splendid market for their 
securities among their own subscribers, as 
in the case of the New York Telephone 
Company's recent issue of 642% preferred 
stock which was three times over-sub- 
scribed. This leads us to 


should be regarded as the premier 
investment common stock of these 
United States. It is as sound as 
the rock of Gibraltar; its history, 
character, management, financial strength, 
earning power, control of its field and 
future possibilities, are unquestioned by 
any financial authority, and I believe that 
in calling attention to its eminent quali- 
ities, I am expressing what is in the 
minds of all capable judges thereof. 





believe that financing 
through the sale of Amer- 
ican Telephone stock will 
be less in the future than in 
the past, and that the indi- 
vidual companies will fol- 
low out the practice of 
raising funds as required, 
looking to the parent com- 
pany for intermediate 
financing. Should this con- 
clusion prove correct, the 
equity that will continue to 
pile up behind the common 
shares should make it sell 
more in line with its earn- 


PLANT & OTHER ASSETS (NET) AND 


CAPITAL OBLIGATIONS 


Be Teveewone System in US 











ing power, intrinsic value 
and future prospects. 

Of course, if this should 
not be true and the com- 


F—The relation between assets and securities out- 
standing in the hands of the public reflect the con- 
servative policy under which the growth of the sys- 


tem has been financed 
6ll 





Petroleum 


- Trouble in the Oil Industry 


Over-Production Unsettles Prices — Industry Not 
Yet Stabilized — Depression Probably Temporary 


of a 25 cent reduction in the price 

of California and* Mid - Continent 
crude oils on July 15, and the slashing of 
Penn two days later, the oil industry was 
launched on one of its characteristic 
periods of rapid readjustment. As in the 
past, these cuts were merely forerunners 
of additional reductions and within an- 
other two days Penn crude suffered a 
further drop of 25 cents which was suc- 
ceeded by a general realignment in all 
fields in due time. 

Rapid gyrations in the course of quo- 
tations have given the industry chills and 
fever on more than one occasion and have 
been a prolific source of concern to pro- 
ducing interests before this, but with 
commodity prices generally on the up- 
grade and business recovery well under 
way, the upset in oil has attracted con- 
siderable interest and various reasons 
have been assigned for these latest de- 
velopments. 

Accompanying the announcement of the 
first cut in California crude oil was the 
statement that over-production was re- 
sponsible for the readjustment, and when 
the Standard Oil and Sinclair interests 
inaugurated a third revision of Mid-Con- 
tinent crude early in August it was stated 
by the latter company that operators had 
failed to heed repeated warnings that un- 
necessary drilling would result in just 
such action. On the other hand, there 
have been those who have not hesitated 


B EGINNING with the announcement 


to advance the Government's investiga- 
tion of the gasoline situation as the mov- 
ing motive in revamping of quotations 
on crude oil and its principal refined 
product. 

Without entering into a discussion of 
the latter phase of the situation it is evi- 
dent, as pointed out in THE MAGAZINE 
OF WALL SrREET in a previous review, 
that the continued pressure of over-pro- 
duction and the increasingly unfavorable 
statistical position were sufficient justifi- 
cation for a break in existing quotations. 
In California, excess of production over 
consumption averaged 45,000 barrels a 
day in the first half of the current year. 
Oklahoma has been a notorious offender 
in adding to the burden of heavy pro- 
duction and for several months daily av- 
erage crude output has been growing. 
The increase in daily production over 
that of June, 1921, was some 100,000 bar- 
rels, although there has been no corre- 
sponding increase in the amount of new 
development work. The explanation for 
this apparently contradictory situation 
lies in the extraordinarily heavy flush 
production from wells in the Bristlow, 
Burbank and Lyons pools. Because of 
the unustal productivity of these pools 
the State; has accounted for more oil 
than ever before. 


* Mexican Imports 


On top of this large output of domes- 


tic producers, imports of petroleum from 
Mexico had been growing steadily in vol- 
ume. Importations of oil from this 
source for the first six months of the 
year reached a total of 64,855,000 bar- 
rels compared with 56,123,000 barrels 
in the same period last year. For the 
whole of 1921, exports to this country 
from our southern neighbor were 125,- 
307,000 barrels, very nearly three and 
one-half times as great as in 1918. Do- 
mestic production, which totaled 335,513,- 
000 barrels in 1917, had expanded to 
469,639,000 barrels in 1921 and for the 
first half of 1922 output was 221,697,000 
barrels, or slightly less than 13% greater 
than in the similar period of the previous 
year. 

Consumption of petroleum has likewise 
shown steady growth, increasing from 
367,490,000 barrels in 1917 to 524,981,000 
barrels in 1921—reaching record-breaking 
totals during the current year. But while 
domestic consumption has consistently 
been running well ahead of home pro- 
duction, the addition of a constantly in- 
creasing supply of imports has more 
than. made up the deficiency, and as a 
result of this condition stocks of crude 
oil in the United States have risen at a 
rapid rate. 

In 1918, storage of crude touched a 
high point at 148,129,000 barrels in Febru- 
ary and a low of 128,311,000 barrels in 
December. In 19291, stocks which were 
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Sinclair Consolidated Oil Corp. 





Sinclair Fulfilling Expectations 


Big 


Corporation 


Rapidly 


“Catching-Up” 


With Capitalization—Standard Oil Affiliations 


HE Sinclair Consolidated Oil Cor- 

poration is working in such close 

accord with one of the largest sub- 
sidiaries of the original Standard Oil Cor- 
poration—S, O. of Indiana—it is no longer 
being looked upon as an out-and-out in- 
dependent; indeed, in some quarters the 
company is regarded as a Standard unit 
1 effect, if not in fact. This is one of the 
hief points of interest in the company’s 
resent position. 


The Early Company 


Sinclair was organized in its present 
form in the gala year 1919, when the 
greatest oil boom yet known in this coun- 
try was in full swing. Apart from the 
important position the company imme- 
diately assumed in the oil industry, there 
was much of the dramatic in its organiza- 
tion; for Sinclair Consolidated.Oil rep- 
resented the culminating achievement of 
Harry F. Sinclair, who had started out 
as a compounder in a drug store in Inde- 
pendence, Kansas, not so many years be- 
fore, who had gone into the producing 
end of the oil business with Pat White, 
now chairman of the White Oil Corpora- 
tion, scored success after success, leading 
up to the formation of the $8,000,000 Sin- 
clair Refining Company in 1908, and, as 
we say, culminating in the consolidated 
holding company formed in 1919, 

The size of the financial structure of 
the consolidation is illustrated by the fact 
that over 3,757,000 shares of common stock 
were outstanding by the end of 1919, car- 
ried in the company’s balance sheet at a 
value of more than $191,000,000. In addi- 
tion, there was a funded debt of some pro- 
portions. 

The capitalization of the holding com- 
pany, apart from the contrast it bore to 
Sinclair’s first oilfield operations, was 
the subject of considerable discussion, in- 
teresting in the light of later events. With 
organization effected at a time of boom 
prices in the oil industry, the more or less 
natural deduction was that a good part of 
the Sinclair. holdings represented inflated 
alues, and not a few of the sages amused 
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British warship New Zealand taking on supplies of fuel oil from Sinclair barge 
Britannia in Havana Harbor, Cuba 


percentage ol 
property 


themselves estimating the 
water included in some of the 
valuations. 


The Sinclair Policy 
Following organization, it became the 
Sinclair policy to utilize the great finan- 
cial resources of the company and a large 
part of its earning power in the acquisi- 
tion of new property interests, as well as 








Element 


(1) Character 
(2) Past Record 


(4) Management 
(5) Financial Strength 
(6) Earning Power. 





HOW SINCLAIR IS RATED 


Qualifications 
Essential industry 
Poor, but improving — 
(3) Future Possibilities. ... . .Increasing demand for products 
Aggressive and efficient 
Steady improvement. 
.++++sSusceptible to fluctuations in industry... .. 


Maximum rating, 30. 


Rating 
. Excellent. 
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in the development of the company’s own 
resources. Investments were made in pro- 
ducing territories in many of the impor- 
tant pools of this country—principally, 
the Mid-Continent—as well as in Mexico, 
Cuba and even in distant Africa. A large 
refining capacity was also constructed, 
now amounting to over 45,000 barrels 
daily, as well as compounding plants for 
manufacture of lubricating oils and casing- 
head gasoline plants. 

Transportation and_ storage 
were also developed in extensive fashion, 
including nearly 160,000 deadweight marine 
equipment tonnage, bulk-oil terminal facil- 
ities, and so forth. Over $30,000,000 was 
invested in pipe line. 

The policy of expansion and forward- 
looking development which the company 
practised gave the impression of a dissi- 
pation of resources in some quarters, and 


(Continued on page 646) 
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Mining 


How Copper Stocks Are Rated 


Lining Up the Best Copper Stocks and 
How They Compare With Each Other 


N THE MaGazine oF WALL Street for 

July 22 Mr. Wyckoff developed a 

simple but comprehensive and useful 
arithmetical method of rating corpora- 
tions and their securities by assigning 
values from 5 to 1 to the several different 
elements involved in a company’s past and 
future, then by adding the different fig- 
ures to reach a total or—in mathematical 
parlance—a coefficient intended to rep- 
resent the company’s present growth in 
comparison with others similarly treated. 
Subsequently I suggested that it would be 
well to adopt a fractional presentment of 
the result, the total of the values of the 
three future elements constituting the 
numerator of the rating, the total of the 
values of the three past elements consti- 
tuting the denominator. This suggestion 
was made because it is highly desirable 
for a rating to distinguish between past 


By ROBERT SAUNDERS DOWST 


appear though I worked the ratings out 
quite independently from the other inves- 
tigation. It is the purpose of this article 
to present the ratings, also the checking 
results—thus incidentally pointing out the 
two or three, or even the four or five, 
New York Stock Exchange coppers which 
apparently have the best prospects under 
a dispassionate examination. 

I will observe, before presenting the 
figures and commentary thereon, that a 
multiple rating-system such as this, even 
apart from the concrete figures reached, 
is highly useful in that it leads to full 
consideration of all factors involved and 
concomitantly prevents the formation of 
long-pull market-judgments erroneous be- 
cause lop-sided. I chose the New York 
rather than the Boston coppers to rate be- 
cause much fuller information is available 
regarding them and because of the fact 

















TABLE 1 
Future Past 
“ + = 

Char- Possi- Manage Financial Earn. Net 
Stock acter bilities ment Record Strength Power Rating 
CO ee ee 5 3 5 5 4 5 13/14 
Cerro de Pasco........ 5 4 5 5 4 5 14/14 

GRO: ccccccccccsceccee 5 5 5 3 3 1 15/7 
Ce RSepia 5 4 5 5 5 5 14/15 
Greene-Cananea ....... 5 3 5 4 4 4 13/12 

DEED eo scovccccccs 5 2 5 2 3 3 12/8 
Kennecott ............. 5 5 5 5 4 3 15/12 
M Perererrrrrrer 5 3 5 5 5 4 13/14 
BO Gs cco csccce 5 1 5 5 3 3 11/11 
De Usb pehetanes eens 5 4 5 5 5 5 14/15 














actualities—which are water under the 
bridge—and future prospects. The future 
elements involved in this system of rat- 
ings, it will be remembered, are (1) char- 
acter of business or product, (2) general 
possibilities, and (3) character and quali- 
ty of management; the past elements are 
(1) general record, (2) financial strength 
and structure, and (3) demonstrated earn- 
ing power. 


“New York” Coppers Chosen 


In order to apply and test this system 
of ratings carefully and on a fairly ex- 
tensive scale, I have taken the most promi- 
nent of the New York Stock Exchange 
coppers as a group and rated them after 
a rather searching examination, and final- 
ly checked them after a simple system of 
my Own against past market-movements 
in order to discover whether there was 
any correspondence between the two re- 
sults—a correspondence which did in fact 
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of greater public interest. I will also point 
out that the difference between the highest 
and lowest ratings 1 have assigned is not 
very great simply because all the coppers 
treated are of real intrinsic worth; the 
cream of the list has been taken, though 
one or two, as Inspiration and Nevada 
Consolidated, are not at all in a class with 
the others. 

Before stating briefly some of the rea- 
sons for the figures in Table 1 it will be 
convenient to list these stocks according 
to rating instead of alphabetically. In 
case of a tie, as of Kennecott and Chile, 
both 15 stocks as to the future, the better 
rating as to the past determines the prece- 
dence, and vice versa. 

A perfect rating is 15/15, since the 
values assigned the three past and the 
three future elements range from 1 for 
“bad” through 2 for “poor,” 3 for “fair,” 
and 4 for “good,” up to 5 for “excellent.” 
No stock in this copper-group has been 





given a 15/15 rating, though Utah and 
Chino stand 15 as to the past and Kenne- 
cott and Chile 15 as to the future. More- 
over, it should be noted that these are 
ratings of copper stocks and copper stocks 
only; in other words, if any railroad and 
industrial securities were embraced in this 
rating-essay the estimated values of all 
the coppers would have to be scaled down 
to some extent in recognition of their 
more speculative character as a wasting 
security, so called. But as it is I have 
been able to rate them as coppers, in com- 
parison with themselves only. 


Reasons for Ratings Given 


Now for the reasons that led to my giv- 
ing the values previously set out. 

In the first place, copper is obviously 
an essential of modern life and industry ; 
therefore all the companies received a 5 
as to character of product. In the second 
place, not only do all these companies en- 
joy able and efficient management; many 
of them are under group-control; and the 
only thing to do was to give them a 5 as 
to character of management. These two 
uniform 5 ratings had much to do in pre- 
venting the final ratings from being wider 
apart at top and bottom. 

Since they are not uniform, the other 
ratings will be more conveniently justified 
by companies. 

Anaconda was given a 3 as to possibili- 
ties on account of the vein-character of 
its mines and the depth of the workings, 
as well as the evident necessity to sub- 
ordinate it to the Kennecott-Chile-Utah- 
Cerro de Pasco group. Its record and 
earning power obviously called for 5s, and 
as to financial strength it was given a 4 
on account of financing necessities. Its 
acquisition of American Brass has been 
weighed. 

Cerro de Pasco was given a 4 on possi- 
bilities because to my mind it is better as a 
copper mining proposition than Anaconda 
while somewhat inferior to Kennecott and 
Chile, and a 4 as to financial strength and 
structure largely on account of its con- 
vertible bonds and recent expense for 
smelter construction. 

Chile was given a 5 as to possibilities 
because of its enormous reserves, a 3 as 
to record for obvious reasons, a 3 as to 
financial strength because its capital struc- 
ture is only in part justified by its enor- 
mous potential values, and a 1 as to earn- 
ing power because it has always shown 
deficits, being in the development stage. 
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TABLE 2 
Future Past 

Kennecott (15) ED - ccntedebsses mee (15) 

ERE ee ae (15) Cerro de Pasco........ (14) 

I anne cin weeee a (14) Anaconda-Miami ...... (14) 

Cerro de Pasco..... (14) ED vecneneeats . (12) 
| Anaconda-Miami ..... (18) Greene-Cananea ......... (12) 
| Greene-Cananea (18) Nevada Consol...... vee . di) 

 caetancweveckens sca Ceanenesetas (8) 

Nevada Consol.............. (11) SED. cectkvsichaschecidavdss GE 

















Chino has been given a 4 as to possi- 
ilities because of the necessity to sub- 
rdinate it to Chile and Kennecott. Oth- 
erwise, throughout, it has been rated 5 for 
obvious reasons, its capitalization being 
very low in proportion to reserves, its rec- 
ord splendid, and its earning power high. 

Greene-Cananea has been given a 3 on 
possibilities as a Mexican property rather 
than the 4 which it would have received 
as an American operation, and 4s through- 
out as to the past elements of record, 
financial strength, and earning power 
largely on account of the necessity to sub- 
ordinate it in these respects to other opera- 
tions, as Utah. 

Inspiration has been given a 2 on pos- 
sibilities on account of its high production- 
osts and relatively low reserves per share; 
its record is rated poor at 2 in view of 
the fact that it never made money before 
the war, though its earning-power rating 
is raised to 3 by its war profits, while its 
unexpended surplus of them gives it an- 
other 3 on financial strength. Personal- 
ly I regard Inspiration as grossly over- 
valued in the market through a harking 
back to war conditions. 

Kennecott, as the evident equal and per- 
haps superior of Chile, has been given a 
5 as to possibilities—a rating amply justi- 
fied by its ownership of the Braden South 
American properties, of about 4 of Utah, 
and of about % of Motherlode. The 4 
rating as to financial strength instead of 
a 5 is on account of its bond issue, or 
rather its notes. Its earning power can 
justly be rated only 3, or fair, in view of 
the fact that it paid no dividends until the 
war, though of course the present corpo- 
ration was not formed till 1915. 

Miami receives a 3 as to possibilities on 
account of its relatively limited reserves, 
and a 4 as to earning power because it 
cannot justly be given a 5 in comparison 
with Utah and others despite its brilliant 
recent record under trying copper condi- 
tions, 

Nevada is rated 1 as to possibilities be- 
cause of its limited reserves and high 
‘osts, though it might have been given a 2. 

Utah is rated perfect throughout except 
as to possibilities, and its 4 rating there 
is due solely to the necessity to subordi- 

ate it to Chile and Kennecott—which lat- 
ter owns part of Utah itself. 

So much for the ratings. The results 
have already been tabulated, and the sev- 
eral stocks placed in order as to their past 
histories and future prospects. I have no 
('sposition to claim that the results here 
reached are infallible; I do, however, 
believe that the five stocks given 15 and 
14 ratings as to the future—Kennecott, 
Chile, Utah, Chino, and Cerro de Pasco 
—are the absolute cream of the New 
York copvers, and that the market will 
for AUGUST 19, 1922 





demonstrate the fact over a reasonable 
period. 


Checking Process 


Now for the checking process. In per- 
forming it I have taken the high and low 
prices for these stocks since 1912 or since 
organization, the present price, the num- 
ber of points the present price is above 
the low and below the high, subtracted the 
former, or actual rise above low, from the 
latter, or potential rise of the stock, and 
so obtained a net figure for each repre- 
senting the present buying-position of the 
stock and also its speculative possibilities 
as estimated in the past by the market. 
Thus, for Utah, with a high since 1912 of 
130, a low of 41%, and a present price of 
about 66, the market indicates a net figure 
of 40, reached by subtracting the number 
of points it is above low, or 24, from the 
number of points it is below high, or 64. 
Table 3 gives the same method as ap- 
plied to all these stocks. 

These figures based on past market 
movements are more or less valueless as 
predictions. For instance, in the above 
table, the low net differential of Greene- 
Cananea at 2, it being at present 24 points 
above its low and 26 points below its high, 
is caused by the stock’s abnornial—in re- 
lation to the others’—low of 7% in 1912, 
when it was a mere prospect, though divi- 
dends were paid in that year. And the 
large differential in favor of Utah in 
terms of points is due partly to the fact 
that Utah is the highest priced of the cop- 
pers, and therefore has sold over a wider 
range. Moreover, Kennecott's differen- 
tial of only 7, as against Nevada's 8, is 
caused by the fact that Kennecott went 
last year to a low of 1434—an undervalu- 
ation much more extreme, to my notion, 
than that suffered by any other copper 
stock whatever. Such undervaluation 
works directly to reduce the differential. 

The market is never an infallible prophet 
of individual security values, though it 
always is of the larger movements of bus- 
iness as a whole and in the mass. An in- 
teresting article could be written on this 
subject, giving whys and wherefores, but 


I mention the point only to emphasize the 
fact that it is useless to expect any mere 
record of past price movements, or de- 
ductions therefrom, to prognosticate the 
eminently successful stocks of the future. 
The past is the past, though of course the 
market always peers anxiously ahead, and 
in the copper differentials just developed 
from past movements we find in a medium 
position such stocks as Kennecott, Chile, 
and Cerro de Pasco, which the ratings 
first given indicated as having supreme 
possibilties. And this of course is pre- 
cisely the confirmation of the ratings 
which it was hoped the checking differen- 
tials would establish, for it would be a 
most unlikely thing that the stock—par- 
ticularly among mining stocks—with the 
brightest future should also have the most 
reassuring past. On the other hand, when 
we look to the independently established 
ratings, and find that the stocks rated 
highest as to the past are precisely the 
stocks which actual market-movement dif- 
ferentials in Table 3 place first, the fact 
establishes a strong presumption that the 
ratings are just, since verified by self- 
established differentials, which presump- 
tion in turn establishes another that rat- 
ings so correct as to the past are also cor- 
rect as to the future. 

The writer has no disposition to insist 
unduly on the accuracy of these copper 
rankings. Still, in the field of long-pull 
forecasting, it would seem to be reason- 
able to work in detail, as he has done, and 
to stick by conclusions unless obviously 
erroneous. That Kennecott, Chile, Utah, 
Chino, and Cerro de Pasco are the five 
best New York coppers from a long-pull 
standpoint is most certainly a conclusion 
not obviously erroneous, but rather one 
that can be supported both broadly and 
in detail—as by the ratings in Table 1. 
Of these stocks, Chile is preeminently one 
for the pull of several years, as suggested 
by its rating, Kennecott combines in 
unique degree present value and future 
prospects, and therefore is a buy both for 
the pull of several years and for the next 
real copper market, while Utah, Chino, 
and Cerro de Pasco, though without Ken- 
necott’s extreme possibilities, nevertheless 
have liberal long-pull prospects and very 
brilliant prospects for the next real cop- 
er market. Utah, indeed, is pointed out by 
its differential of 40 as the most promis- 
ing buy for the first copper boom, though 
it must be remembered that its higher 
price than the others in dollars per share 
means that the differential of 40 must be 
readjusted downward in comparison with 
Anaconda’s 21 or Chino’s 17. 




















TABLE 3 
Above Below 

Stock High Low Present low high Net 
Died othe ch anaeieike 130 41% 66 24 64 40 
Anaconda ........ 105 5 24% 54 30 51 21 
ee ee neki ee 16% 31 15 32 17 
Cerro de Pasco........... 67% 23 4 38 15 29 14 
DE hwees cctieeeases 34's Bis 17 9 17 8 
Kennecott ........ 6414 14% 36 21 28 7 
Inspiration 74% 18% 41 27 33 6 
SED wicsesscneceisccevs 39% 7% 22 14 17 3 
gia 49.16 14% 30 16 19 3 
Greene-Cananea .......... 57% 7% 31 24 26 2 
To put it in a word, if history repeats itself in the market, and it more often does than 
not in the absence of radical change in the substantive value of g@ stock, Utah at the present 

time and present price offers the buyer a differgntial of 40 goints in his favor. 
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CALUMET & HECLA 
Operations Resumed 


I am looking for a good copper investment 
as I believe that the copper companies face a 
period of greater prosperity and that by hold- 
ing for a year or two I would be able to 
take a handsome profit. In looking over the 
various copper companies I am impressed 
with Calumet € Hecla, as this stock in the 
past has sold as high as $1,000 a share and 
can be purchased at the present time around 
285. Please give me a few facts in regard 
to this company and your opinion of the 
stock.—B. A. G., Fitchburg, Mass. 

Calumet & Hecla owns over 200,000 
acres of land in Keweenaw and Hough- 
ton counties, Mich. The Calumet & 
Hecla mine proper is a tract of about 
2,800 acres. The old mine is opened by 
over 200 miles of shafts, levels, winzes 
and raises. Another portion of the mine 
has 30 miles of underground workings. 
A number of the underground workings 
are down between six and seven thousand 
feet and some will probably be put down 
to 9,000 feet. In a mine such as this it is 
impracticable to block out any large 
amount of ore reserves and the life of the 
property cannot be definitely forecast as 
in the case of porphyry properties. Best 
mining opinion, however, is that the prop- 
erty is nowhere near exhaustion. 

In line with the policy of other large 
producers the mine was shut down in 
April, 1921, operations being resumed in 
May of this year. In July it was an- 
nounced that the company was working 
its reclamation plant and that production 
therefrom was running at the rate of 1,- 
000,000 pounds a month, at a cost of 6 
cents a pound. This company has paid 
out a total of $152,250,000 in dividends, 
which compares with a capitalization of 
$2,500,000 stock of a par value of $25. 
No dividends have been paid since 1920, 
when $5 a share was distributed. In 1919, 
$10 was paid, in 1918, $55 and in 1917, $85. 
We regard the stock as an attractive cop- 
per investment at present price of 285, as 
net liquid assets alone are equal to $123 
a share and there is every reason for the 
belief that its large earning’ power of the 
past will return at least in part. 


BATOPILAS MINING 
Properties in Mexico 


I would appreciate receiving from you any 
information you have on Batopilas Mining. I 
hold a small amount of the stock and now 
that conditions are better in Mewico I would 
like to know if the company’s properties have 
any possibilities.—K. T. W., Waterbury Conn. 

BP 

Batopilas Mining Co. has its: mine and , 
mill in southwest Chihuala?‘antl: thig 
property is again in fair shape. , During, 
the five years that the company was or- 
dered by the State Department ta’ kee 
its American employees out of Mexiéo, 
the mine and mill were run by Mekican 
leasers, with one-third the; output’ géing 
to the company. This r tilted in’, the 
mine being practically strippad af devel-# 
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oped ore and considerable development 
work has been necessary to open up new 
faces. Operation of the mine should re- 
sult in a small profit but the property 
does not appear to offer possibilities of 
very large earnings. In the pre-war pe- 
riod earnings on the stock were compar- 
atively small. In 1914, 2 cents a share was 
earned; in 1913, 13 cents; in 1912, 17 
cents. Interest on the $366,500 bonded 
debt has been paid up to June, 1918, none 
since. 

There is $8,931,980 stock outstanding 
of a par value of $20. The only dividend 
paid on the stock was 12% cents in 1907. 
The stock has been dealt in on the New 
York Stock Exchange since 1907. Pos- 
sibilities appear to be mediocre but the 
stock from time to time is given a spect+ 
lative upward move of a point or so and 
our suggestion is that you wait for a 
small advance in price and then sell out. 


WANTS BEST COPPER STOCK 
Utah Suggested 


I believe that the copper stocks are going 
to do much better in the next six months and 
I have about made up my mind to make a 
purchase. What copper stock do you consider 
the most attractive, preferably a dividend 
payer?—C. L. I., Santa Barbara, Cal. 

If you want a dividend-paying copper 
stock the list to choose from is a small 
one as very few are paying dividends at 
the present time. We do not believe that 
you could do better, however, than to 
select Utah Copper as your purchase. 
This company is paying dividends at the 
rate of $2 a share. It is one of the low- 
est cost producers and has piled up a 
large cash reserve. Moreover, it is a 
speculative favorite and in any advance 
in the copper group is likely to take a 
prominent part. We agree with you that 
the coppers should do better in the next 
six months as copper stocks have been 
greatly reduced. 


KERR LAKE MINES 


Cobalt Property Worked Out 


A few years ago I bought 300 shares of 
Kerr Lake as a mining investment. Dividends 
received have marked down the average price 
of the stock to about $4 after allowing myself 
3 on my investment. At present price of 

it shows me a small loss. In your opin- 
is it advisable to hold the stock or accept 
small loss and switch into something with 
better possibilities?—J. G. H., Fulton, N. Y. 


Kerr Lake Mines, Ltd., has suspended 
operations on its Cobalt properties as ore 
available is not sufficiently high grade to 
pay for operations under present high 
costs. Development work on the property 


' has not been satisfactory and it looks as 


though this property is about through, al- 
though it probably will be worked again on 
a small scale. A subsidiary company, the 
Vipond Mining Co., is operating a proper- 
ty in Boxelder County, Utah, that appears 
to show some promise. Net liquid assets of 


Inquiries on Mining Securities 


Inquiries on Other Securities Will Be Found in Their Respective Departments 





the company are approximately $2 a share. 
The company also has an interest in 
other mining properties. In view of the 
liquidating value of the stock it does not 
appear to be selling unduly high at pres- 
ent price of 334 and may do better in 
the market. In our opinion, however, it 
would be a good move on your part to 
sell out at 33% and switch into Radio 
Corporation preferred, selling at 3%. 
This stock is likely to pay dividends 
within a year’s time of 7% on its $5 
par value, which should justify a price 
of about 5. By making this switch you 
would be pretty sure of ultimately getting 
about 5 for your holding, while Kerr 
Lake stock may not appreciate further 
in value. 


AMERICAN SMELTING 
Earnings Improved 


I have held for investment for some years 
50 shares of American Smelting, purchased at 
considerably higher prices than those now 
prevailing. While I do not absolutely need 
an immediate return on this investment I do 
not care to hold non-dividend paying securi- 
ties any length of time. What are the pros- 
pects for dividends? Would you suggest 
switching into some dividend payer now?— 
H, A. W., Owensboro, Ky. 

While American Smelting & Refining 
has not issued an official report of earn- 
ings in the current year, reliable estimates 
are to the effect that in the first six 
months the preferred dividend was cov- 
ered and a balance left for the common. 
The last six months should show up still 
better. As the company is in very strong 
financial condition it can resume divi- 
dends on the common at any time. An- 
other six months will see the common 
stock on a dividend basis in our opinion, 
and as you have held the stock for a 
long time it does not appear advisable to 
take a loss in it now that the outlook is 


more enc uraging. 


INTERNATIONAL NICKEL 
Has Speculative Possibilities 


I would like your opinion on International 
Nickel as a long pull speculation.—T. W., 
Toledo, O. 

International Nickel operated at a def- 
icit in 1921 because of small demand 
and large surplus stocks of the metal 
necessitated the closing down of the 
property. This situation has greatly im- 
proved in the past few months and the 
company is now operating at a profit. 
International Nickel has a practical mo- 
nopoly in its line and there is little likeli- 
hood of important competition in the fu- 
ture. There is every reason for believing 
that the company will be able to main- 
tain a fair earning power for years to 
come. Its financial condition is strong. 
At present levels of 17 we regard the 
stock as having attractive long pull pos- 
sibilities. 
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New Prices 
Effective August Ist, 1922 


Studebaker plants, representing the investment of $38,000,000, operating at 
capacity, produced 60,000 cars the first six months this year, and broke all 
records. Although we have on hand unfilled orders for 15,000 cars, we believe 
our manufacturing savings should be shared with our customers, and hence 
the following price reductions are hereby announced: 








New Prices Old Prices 


f. o. b. Factories f. o. b. Factories Reductions 


MODELS 





LIGHT-SIXES 
Chassis $ 785 $ 875 
Roadster 975 1,045 
Touring 975 1,045 
Coupe-Roadster 1,225 1,375 
Sedan 1,550 1,750 


SPECIAL-SIXES 
Chassis 1,000 1,200 200 
Roadster 1,250 1,425 175 
4-Pass. Roadster 1,275 1,475 200 
Touring 1,275 1,475 200 
Coupe 1,875 2,150 275 
Sedan 2,050 2,350 300 


BIG-SIXES 
Chassis 1,300 1,500 200 
Touring 1,650 1,785 135 
Speedster 1,785 1,985 200 
Coupe 2,275 2,500 225 
Sedan 2,475 2,700 225 


























The quality of Studebaker cars has not been decreased one iota. On the 
contrary, they are better than ever. You can depend upon the performance, 
durability, comfort, and quality of Studebaker cars, and the integrity of 


their makers. 
THE STUDEBAKER CORPORATION OF AMERICA 


South Bend, Indiana, August Ist, 1922 


THIS IS. A STUDEBAKER YEAR 
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Hesitant Tone in Business 


The Strike Factor—Price-Cutting in 


Some Lines—Strong Basic Situation 





RAILROADS 














Earnings on the Upgrade 


ARNINGS statements of the car- 
riers for the month of June con- 
tinued the favorable showing of 
May, in fact, net operating income for 
the roads as a whole was well ahead of 
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that for the previous month. With the 
reduction in freight rates as of July 1 
largely offset by a cut in wages, the July 
reports might have been expected to 
show a further progressive gain but for 
the interference of the shopmen’s strike 
and the check sustained by business gen- 
erally through prolongation of the coal 
strike. In spite of these handicaps, the 
July figures will probably compare very 
favorably with May and June. The out- 
look for August earnings is not so cer- 
tain at this writing since the effect of 
reduced volume of freights at the be- 
ginning of the period may be offset by 
settlement of the strikes and a conse- 
quent rush of traffic before the month 
is greatly spent. 

Broadly the trend of railroad earnings 
should continue upward for some time. 
Freight car loadings have shown a steady 
increase in volume of traffic, over and 
above seasonal variations, despite the re- 
stricted movement of coal from the 
mines. The effect of the coal strike has 
been to increase movements of that com- 
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COMMODITIES 


(See Footnote for Grades Used and Unit 
of Measure) 








oe 1922 ~ 
High Low _ Last* 
Ste (8)2... 00 $35.00 $28.00 $35.00 
P’g Iron (2).... 25.50 17.75 25.50 
Copper (3)..... 0.14 0.125, 0.14 
Petroleum (4)... 3.50 . .00 
=< are 1.75 5.75 
Cotton (6)...... 0.227% 0.17 0.21% 
Wheat (7)...... 1.46 1.0934 1.09% 
TE Bs ccesce 0.7834 0.47 0.62% 
Hogs (9)........ 0.1054 0.08 0.097% 
Ste rs (10)..... 0.09'4 0.08% 0.09% 
Coffee (11)..... 0.11% 0.09% 0.09% 
Rubber (12).... 0.20% 0.14% 0.14% 
Wool (13)...... 0.57 0 45 0.55 
Tobacco (14).... 0.20 0 20 0 20 
Sugar (15)...... 0.05% 0.0314 0.05% 
Sugar (16)...... 0.07 0.0434 0.07 
Paper (17)..... 0.08% 0.038% 0.08% 
* August 9. 


(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
c. per pound’ (4) Pennsylvania, $ per bar- 
rel: (5) Pool No. 11, $ per ton: (6) Spot. 
New York, c. per pound: (7) No. 2 Red. 
Chicago, $ per bushel: (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Sicht, Chicago, 
$ per bushel: (10) Top, Heavies, Chicago, 
c. per Ib.; (11) Rio, No. 7, Spot, c. per 
Ib.: (12) First Latex crene, c. per Ib.; 
(18) Ohio, Delaine, unwashed. c. per Ib.; 
(14) Medium Burleigh, Kentucky, — per 
Ib.; (15) Raw Cubas 96° Full Duty. c. per 
Ib.: (16) Refined. c. per Ib.: (17) News- 
print per carload roll c. per tb. 


THE TREND 

STEEL—Pig iron prices rising as bank- 
ing of furnaces causes scarcity. 
Output and new buying of steel 
further retarded as full supplies 
decline. Settlement of coal strike 
likely to bring increased business 
later on. 

METALS — Statistical position of red 
metal growing steadily stronger. 
Firmness of prices in face of cur- 
rent light buying indicates higher 
prices in near future. 

OILL—Industry unsettled by price cuts 
occasioned by over-production and 
continued accumulation of large 
stocks. Immediate outlook uncer- 


tain. 

COTTON—Crop condition slightly im- 
proved but critical period not yet 
passed, Surplus being rapidly de- 
pleted and demand for this season’s 
crop will be heavy. Strong position 
likely to be maintained. 

SHIPPING — Ocean freight rates for 
movement of September grain fall 
below last year’s level as competi- 
tion for Eastbound cargoes is in- 
creased by tonnage bringing coal 
from Britain. 

RUBBER—Price tendency easy at lower 
levels. Demand generally quiet and 
outlook unpromising. 

SUMMARY—The business situation is 
characterized by irregularities due to 
strike conditions. Resumption of the 
forward movement awaits settlement of 
present difficulties. Reduced purchas- 
ing power attendant upon voluntary 
unemployment is being felt in many 
places and some industries, notably 
steel, are suffering from enforced con- 
traction of output. Price cuts in the 
oil, tire and automobile industries are 
cross-currents in the broad upward 
movement of commodity prices. 


modity over some roads while others 
have suffered from the stoppage of min- 
ing in the regions served by them. Load- 
ings of merchandise and grain have 
shown gratifying increases over corre- 
sponding periods of 1920, a year that 
gives a fairer basis of comparison than 
1921. 

The prospects for large crops of 
wheat and coarse grains for this season 
augurs well for heavy volume of freights 
in coming months. The carriers have 
succeeded in getting a firm grip on oper- 
ating expenses, as is evidenced in many 
cases by the increase in net revenue in 
the face of smaller gross earnings than 
last year. With the existing strikes 
definitely settled business is likely to re- 
sume its upswing and the carriers may 
be expected to have difficulty in meeting 
the demand for service pent up by sev- 
eral weeks of retarded activity. 

With operating expenses once more 
under close control on the one hand and 
volume of traffic growing on the other, 
net earnings should give indications of 
old time form. 





MOTORS 











Seasonal Decline Affects Sales 


With the beginning of the period of sea- 
sonal decline in the automobile industry 
sales have begun to show some recession 


(Continued on page 642) 
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OT quite seven years ago 

the U. S. Royal Cord Tire 

was announced to the 
public. 

People who saw it remarked 
on the beauty of the tread design, 
which is protected by VU. S. Let- 
cers Patent. 


The same design that since then 
has proved itself the most scien- 
tific tread pattern ever put ona 
pneumatic tire. 


To identify this superlative tire 
under all conditions — whether 
running or stationary — Royal 
Cord makers adopted as a trade 
mark a circumferential white 
stripe placed on each sidewall. 


Today, Royal Cord beauty and 
identity is so known and dis- 
tinguished that even a newsboy 
can spot one whisking around 
the corner. 


And car-owners everywhere 
look upon a Royal Cord as the 
measure of all automobile tire 
values. 














Tubes are not subject to 
Federal Excise Tax,the tax 
having been included. 








United States Tires 


are Good Tires 


Copyright 
1922 
U. S. Tire Co. 


Fifty-three 
Factories 














U. S. Royal Cord Tires 


United States @ Rubber Company 


The Oldest and Largest 
Rubber Organization in the World 


. + * ‘ 
According to some tire f 

dealers and manufacturers z 
the public has been hav- ; 
ing one of its “price spells” L 
and demands cheap tires. 
Current prices on United States l 

i Passenger Car Tires and | 


The Makers of U.S.Royal Cords 
Beg to State — 


This is contrary to the facts. 


Otherwise Royal Cords F859 
wouldn’t keep gaining and gain- > — 
ing and gaining in sales to qual- 3 Tween 
ity people. ie 

And—you wouldn’t see Royal net a ) 
Cords on so many cars of every #X Was 3 
make in the country. “gh. y 3 

Nor — if Americans were SA ON FLAY 
on record for cheaply oo ky er. \ 
made and cheaply priced ESR oN 
tires—would they award a, eI Sy mt wi 


the leadership of the 
tire business to the 
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Intimate Talks With Readers 


The Price of Success in Speculation— 
Are You Carrying Too Many Stocks? 


A Position in the Market 


The Saturday Evening Post has been 
running a series of articles in the form 
of fiction stories about Wall Street. These 
stories relate the experiences of a profes- 
sional operator; and we have a shrewd 
idea that these experiences are closer to 
truth than fiction. They deserve a read- 
ing and close study not only from the 
would-be trader, but also by the investor 
who wishes to get a better idea of “what 
it is all about.” If a study of these stories 
will lead to no other result, the assurance 
is given here that some extremely valuable 
lessons will be learned. The truth is 
driven home, in fiction form: 

That Wall Street is not “an unbeatable 
game.” 

That ninety-nine per cent beat them- 
selves, and blame Wall Street for their 
ignorance, obstinacy, carelessness, or sheer 
laziness. 

That success is premised upon a study 
of technical conditions with a broad under- 
standing of fundamentals. 

That success is sure in the long run in 
the sense that profits must exceed losses 
if investment and speculation is conducted 
along business lines. 

That if ten broad rules can be laid 
down, it is necessary to know ten rules— 
and not merely a “smattering” of eight of 
them. 

If investing and speculating is the most 
difficult vocation in the world it is like- 
wise the most profitable. Therefore, it 
is worth while. 

A most important phase of interest to 
the investor, who holds mainly for in- 
come but with an eye to profit—and an op- 
portunity of selling out at the apex of any 
upward cycle—is the incident describing 
that dyed-in-the-wool old-timer who tells 
the young and ignorant young man who 
has given the old-timer a “tip” that he will 
not sell out his line despite large profits 
because “If I take my profits I would lose 
my position you see!” 

The big operator, and the substantial 
semi-investor seeks to take on a line of 
one stock or ten stocks at a certain figure 
(or average figure), and then hold for 
the longer swing and the fuller bucket. 
Jumping in and out the wriggles, twists 
and turns, incidental to a big upswing, and 
towards the aforesaid apex might result 
in some profits but would never result in 
substantial. money nor even “a killing.” 
A big profit means 30, 50, to 100 points 
or more but such profits can never be se- 
cured unless “the position is held.” 

Let us take Canadian Pacific for ex- 
ample. We will assume the investor took 
a hand when it got below 115 to 108 last 
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year, and accumulated 500 shares at an 
average price of 115. The stock was at 
101 last year, so we are not assuming too 
much; in fact giving ourselves the worst 
of it. What could Larry Livingstone, the 
sophisticated hero of our story, have 
done? He had about 100 chances to take 
profits; and each chance would have “cost 
him his position.” Each chance might have 
been his last to buy Canadian Pacific at 
an average price even of 115. It was 145 
recently and about 140 now. 

These very articles (“Intimate Talks’’) 
spoke of the situation in Canadian Pacific 
at 115-108—consult your file of a year ago. 
How many people who acted on this ad- 
vice have “lost their position” on Canadian 
Pacific—in other words—have taken their 
temporary profits; waited for a reaction; 
didn’t think the reaction had gone far 
enough; didn’t get their stock at their 
figure; didn’t—a hundred other things; 
didn’t get Canadian Pacific; and haven't 
got it now with a possible profit of from 
35-20 points and an income of 8.7% on all 
stock purchased at 115; with possibilities 
that are beyond the bounds of guessword 
if one has “lost his position.” 

The author of the Post fiction story 
touches on one of the most vital topics in 
the entire realm of speculation and invest- 
ment when he uses the old-timer to tell 
the young fellow—who typifies the ignor- 
ant trader—that the axiom “a profit is a 
profit” is a pernicious doctrine, and not 
productive of safety or fortune. 

Another thing: the hero of our story 
was in the habit of holding his stocks 
through reactions that were certain to 
come, and the size of which he could not 
gauge; although up against the temptation 
of selling out temporarily (losing his po- 
sition) and hoping to buy back lower. It 
is difficult to give advice to hold through 
a big reaction that will surely come; ninety 
per cent cannot take it; the minority (ten 
per cent) wins. The minority pays the 
price of success. 


A Quick Way to Check Safety 


We had occasion to examine a big ac- 
count, the owner of which was investing 
and speculating but wasn’t quite sure of 
his ground. We took an inventory of 
stocks “long” whether bought outright, on 
margin, or otherwise. Bonds were figured 
as 10 shares per $1,000 bond, and low- 
priced stocks as the equivalent of 1,000 
being equal to 200 shares of average- 
priced stocks. We figured a total of 2,000 
shares carried, and the investment was 
$40,000. 

Without going into other mistakes, such 

as a good deal of “averaging” down in 


losing issues, averaging at figures too 
close to original or later purchases, and 
disproportionate quantities—the account 
was severely criticized. 

In reality this account was margined to 
the extent of 20 points on the average; 
which is less perhaps than any professional 
trader would allow himself. There was 
no reserve of say $10,000 to $20,000 in 
ready cash behind it. A 5-point break 
would call for a $10,000 reserve or margin 
to cover the loss of capital. A 10-point 
break would require a further investment 
of $20,000 to place the account out of dan- 
ger—and even then it would only be a 
margin account. 

The owner saw the light. He realized 
that it would require anywhere from $60,- 
000 to $100,000 to support a 2,000-share 
line (30 to 50 points) with safety. He 
realized that a cash or “other resources” 
reserve of 33% was necessary; he sold out 
about 1,000 shares—thus reducing his line 
down to “the sleeping point.” 

How many shares are you long of? 


“Former Price” Level Delusive 


The Stutz corner echo in the bankruptcy 
courts to the auction block teaches a 
couple of valuable lessons. Few men can 
hope to “sting” Wall Street—which latter 
by the way is equally you and me as well 
as the alleged higher-ups—and come back 
on mere daring or the spectacular. The 
necessity for immense credit, and the ma- 
chinery for handling credit (the banks and 
trust companies) function under Govern- 
ment supervision, if Wall Street is under 
no such limit. 

A bank can make loans: large ones; 
sometimes unjust ones it is true. But— 
sooner or later their semi-public founda- 
tion exerts an influence and the creditor 
has to adjust himself whether or not the 
bank directors wish to carry it further or 
not. Banks have stockholders, and their 
public trustee is the Banking Commission 
and their Examiners; and the joyous 
debtor must be pulled up with a jolt if 
he has exceeded the bounds of good busi- 
ness. 

Stutz stock which sold between $500 to 
above $700 after the corner is spasmodical- 
ly quoted out on the cold “Curb” between 
15 and 20; and at that low figure its mar- 
ket is artificial because a block of say 
10,000 shares could not be sold without 
“support” at practically any price. The 
facts so far known show concltsively that 
no real stock was ever distributed, and 
any values whatever—even before the cor- 
ner—were merely price tags on the scant 
quantity held probably in odd lots by a 
relatively few people. 
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New York Stock Exchange 


We Buy Pre-War Post-War 


ONE SHARE a Period a. Div'd 


“Treas ~ 1919-21 un 8 
1 13 1914-18 1 Sal 
or more for cash ;, Lee High Low Hi 0 Share 


Aug. 10 Share 
90% 1114 #«=«9175 





We Buy Pid 14833 108 26 73% 
4 


TEN SHARES 


or more on margin 


“Approximately % the daily 
transactions on the New 
York Stock Exchange are in 
ODD LOTS.” 


John Muir & (0. 


Members New York Stock Exchange 


26 Court St. 
Brooklys 


61 Broadway 

















INVESTMENT 
SERVICE 


Our Mail Investment Department 
k-eps in touch with each one of 
cur out-of-town customers and 
he'ps him select investmcnts most 
suitable and desirable to one in 
his circumstances. 


Many investors maintain a per- 
sonal correspondence with our 
statisticians and in that way keep 
in close contact with changing 
matkct conditions. 


If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 


helpful co-opération of our Mail 
Scrvice Department. 


We shall be glad to mail 

a copy of our Booklet 

“Investing by Mail’’ 
to those interested, on request 
Members New York Stock Exchange 
66 Broadway New York 








De Pid 
Canadian Pacific 
Chesapeake & Ohio 
Chicago Great Western. 
Do. Pfd 


Chicago & Northwestern. ... 

Cees, = I. @ Pacific.... «- 
Do. 7% Pta 

Do. 6% Pfd. 

Cleveland C. C. & St. L. 

Delaware & Hudson 

Delaware, Lack. & W 


Great Northern = 
Illinois Central. 


Do. Pfd 
Lehigh Valley 
Louisville rd Nashville. 
Minn. & St. Louis... 
Mo., Kansas & Texas 
=}, = 


. ¥., Ont. & W 
Norfolk & Western.... 
Northern Pacific 
Pennsylvania 
Pere Marquette 
Pitts. & W 
Reading 


Do. 2nd Pfd Ee: 
. Louis-San Franc'sco.... 
Louis Southwestern. 
7~ Pfd “— 
Southern Pacific 

Southern 

Do. 
Texas Pacific 
Union Pacific 


Western Maryland ........- 


Pfd 
Wheeling & Lake Erie. 
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At. Gulf & W. I 
Do. Pfd 
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Price Range of Active Stocks 


Pre-War War Post-War 


Period Period ; 
nA —, -— -— oO Last Div'd 


a - 
1909-13 1919-21 1922 Sale $ 4 f T 
High Low Hi High Low ‘High Low Aug. 10 Share A List 0 en 
INDUSTRIALS—Continued: is 
Paseo, me Biot, Hy BY Bi. Be Railroad Stocks 


38% 
114 71% 


ie “s with an average divi- 
dend yield of over 6%. 
Available on request 
for MW-19. 
“How Odd Lots are Bought 
and Sold” 
Booklet on request 


4 eS 


Cerro de Pasco ee ee 25 67% 
Chandler Mot.. ee 141% 
Chile Copper. - 294 
Chino Copper. ) 
Coca 

Colum. Gas & E 

Columbia Graph. 

Conse® Cigar . 


Sen SESoleses 
FER SF 


Do. 
Crucible Steel 
Cuba Cane Sugar 
Cuban Amer. 





Free 


Gen'l Electric 
Gen’l Motors 


Houston Oil 
Hudson Motors 
Hupp Motors 
Inspiration 
Inter. Mer. Marine. .. 
Do. 
Inter. Nickel 
Inter. Paper 
Invincible Oil 
Island Oil 
Kelly Sprin 
Do. 8% 
Kennecott 
Keystone Tire 
Lackawanna Steel 
Loews, Inc 
Loft, apie eeeiaiies , 
Mexican Pet 
Miami Copper.........--- - 30% 
Middle States Oil 
Midvale Steel 
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Do. 
Pacific Oi 
Pan. ay ue Pet.. 


Philadel iy Co. 
Phillips 
—— onal 


Pittsburgh Coal 
Pressed Steel Car 
D oS. 


~ 2 13% 88 4 4 ‘ 
ot - 2. Sig 58% 9834 FELLOWES 
bon Bienes a Si lew se DAVIS&CO. 


Replogle Stee “2 ae - © . 
Republic I. & S sf % ; Established 1886 
Do. Pfd 


6 
2 
5 
3 
3 
6 
6 
3 
2 








Republic Motors : - > a / Dos 
Royal Dutch N. Y ns me Members 
¢e * es = 2 3 3 
Sinclair Con. Oil , a 2544 New York Stock 
93 / Exchange 


Do. Pid = a sa ‘ 
Stromberg Carb « a h 4 STOCKS AND 


sg 4 4 y 
° “4 y : ‘ 

Superior Steel ee 96 60 : 39 130 BONDS 
Tenn. Cop. & Chem - ; for Investment 
Texas 29 2 

Tex. Pac. me os 2s * 2.9 ° 
Tobacco Prod. .......++-.++ Securities carried on 
Transcontl. Oil a et ne 4 1 a , 
United Fruit = conservative margin 


52 BROADWAY 
NEW YORK 




















Vanadium ... 
Va.-Caro. Ch. 

Do. Pfd.... . 
Western Union. . 
161% 
White Motors. ‘ wea 47 
Willys Overland wd 1 6% 

42 4 27' 142, 


Woolworth 76% 161 81% 4 94 137 $180 
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Listed and Unlisted 
Bonds and Stocks 


in all important 


American 
Canadian 
Kuropean 


M asthens 


Private Wires to Principal Cities 


A. A. Housman & Co. 


Members 


New York Stock Ex. New York Cotton Ex. 
New Orleans Cotton Ex. N. Y. Coffee & Sugar Ex. 
New York Produce Ex. Chicago Board of Trade. 


Associate Members of 
Liverpool Cotton Association 


20 Broad Street New York 


BRANCH OFFICES 
Liberty Building, Philadelphia 
Woodward Building, Washington 
Amsterdam, Holland 











Listed and Unlisted 
Bonds and Stocks 


In All Important Markets 


Our August Market Letter 
includes timely articles on 


American Sugar 

Cuban American 
American Steel Foundries 
Allis-Chalmers 

Punta Alegre 

Intl. Harvester 

Railway Steel Spring 


It will be sent you 
on request. 


Ask for circular MW 


Pell and White 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 


| 43 Exchange PI., N. Y.C. 
Telephone - Hanover 0607 




















INQUIRIES ON INDUSTRIAL SECURITIES 
(Continued from page 604) 








Iron & Steel Co. has also placed it in bet- 
ter position from a manufacturing stand- 
point. From an intrinsic standpoint, it 
would seem to us, the stock is selling at 
a sufficiently high price, but the shares are 
closely controlled and subject to manipu- 
lation, and could very easily have quite 
an extensive advance. Its market move- 
ments at present would lead one to believe 
that higher prices are likely. 


CONSOLIDATED TEXTILE 
Operations Increased 


Some time ago I bought and paid for 100 
shares of Consolidated Textile stock at 13. 
This stock declined to a low of 9. Will you 
please advise me if you know anything wrong 
with the company, and would advise selling at 
the present price and take a loss. Would you 
consider it advisable to average with another 
100 shares at present price, for which I would 
be able to pay?—A. J. F., Brooklyn, N. Y. 

Consolidated Textile is now operating 
practically all of its mills, and the textile 
strike is pretty thoroughly broken up. At 
present levels, the stock appears to us to 
have rather attractive speculative possi- 
bilities, as from what we can learn, the 
decline in the last few days has been due 
to the selling of shares formerly owned 
by Allan A. Ryan. The recent stock of- 
fered to stockholders at $12.50 was under- 
written, and this should have brought the 
company sufficient funds to put it in a 
fairly comfortable position. Of course, 
the stock is speculative, but if you can 
afford to assume a certain amount of risk, 
we would be inclined to average at pres- 
ent levels. 


VIRGINIA-CAROLINA CHEMICAL 


Possibilities in Convertible Bonds 

Would you advise stockhelders to invest in 
the new 7%% convertible bonds of the Vir- 
ginia-Carolina Chemical Co.? Why were the 
bonds issued? I hold some of the preferred 
stock and rights to subscribe to the bonds but 
I do not know whether the company has been 
making very much improvement in its finan- 
cial position or whether it is likely to do so.— 
H. F., Media, Pa, 

Virginia-Carolina Chemical Company 
recently issued $22,500,000 Ist Mortgage 
Sinking lund bonds and $12,500,000 15- 
year Sinking Fund Convertible 74% Se- 
ries A bonds, the latter not having any 
mortgage protection. These bonds were 
issued to retire previous funded debt of 
over $25,000,000 and to furnish additional 
working capital for the needs of the cor- 
poration. The 744% Convertible Bonds 
are convertible into the common stock of 
the company at any time after July Ist, 
1924, on basis of $35 per share; in other 
words, in addition to their income, the 
holder has an option for a period of thir- 
teen years on the stock at $35 a share. 

It is our opinion that the Virginia-Caro- 
lina Chemical Company has seen the worst 
of their troubles and that their operations 
will now be on the upgrade. This com- 
pany, as all other fertilizer companies, 
suffered heavily on account of the rapid 
deflation especially in prices of farm prod- 
ucts. While these convertible bonds are 
not high grade, they can, in our opinion, 


be safely placed in the class of a business 
man’s investment. The convertible fea- 
ture gives them good speculative possibili- 
ties as well. Believe it advisable to exer- 
cise your rights. 


INTERNATIONAL COMBUSTION 
ENGINEERING 


Its Technical Position 


In the July 22 issue of your magazine in 
the article, “Which is the Best $2 Stock?” 1 
note that you do not consider that International 
Combustion Engineering is in a good technical 
position. As the price range this year has 
been small, the high being only 28%, it seems 
to me that this fact together with no great 
volume of sales would indicate that there had 
not been important distribution. Hence my 
deside to know why you do not consider the 
technical position good.—D. D. W., Washing- 
ton, D 

International Combustion Engineering 
is a comparatively new stock on the big 
board and when it was first listed a good 
deal of publicity was put out about the 
company as to its large earnings, pros- 
pects, etc. This caused considerable pub- 
lic buying and the stock advanced to its 
high of 285%. Around that level, there 

g Y 
seemed to be plenty of stock for sale and 
this indicates to us that at least some of 
the insiders were willing to sell out and 
take their profit. After this bulge the 
stock did practically nothing and gradual- 
ly drifted down to its present levels. Un- 
der these circumstances, we do not believe 
the techncal position is good for an im- 
mediate move but believe the stock to have 
good value behind it and that ultimately 
better prices will be seen for it. 


MEXICAN SEABOARD 


Insiders Believe in Property 


It looks to me as though the syndicate which 
handled the Mexican Seaboard offering put 
something over on the public. Do you not 
think the Sinclair people knew that salt water 
was encroaching and that explains their will- 
ingness to sell? If they knew it, why did not 
the bankers who purchased the stock?—M. C 
S., Boston. 


We believe you are unacquainted with 
the fact that the largest interests in Mexi- 
can Seaboard were also the largest sub- 
scribers to the Sinclair stock which was 
offered to the public. This seems to be a 
case where those who knew the most 
about the property not only added heavily 
to their original holdings when the syndi- 
cate stock was offered, but have bought 
more since and are still retaining their 
stock, and seem just as confident of the 
future of the company as ever. It must 
be apparent to you that if those in the 
best position to judge the future suffered 
a tremendous loss they regard this as a 
paper loss and not an actual one. They 
believe that the company will yet extract 
15,000,000 barrels of oil from the Toteco 
pool. This estimate may or may not be 
borne out by the actual production de- 
rived from what remains of that field, 
but in the opinion of experts who have 
closely studied the situation there is a 
very considerable amount of oil Ieft in 
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this pool, and Mexican Seaboard is in the 
best position to get the bulk of what re- 
mains. The company’s future depends 
not only on this factor, but on its suc- 
cess in developing production through 
some of its other holdings. 





IS A SHIPPING SUBSIDY 
JUSTIFIABLE? 
(Continued from page 583) 








tests or seeks to explain what is and what 

is to be by historical retrospect. If such 

method be sound then our efforts for a 

Merchant Marine would seem to squint to 
dubious outcome or a fore-ordained 
lure. 


A Highly Competitive Industry 


No business is more competitive than 
ping. A 6% return on the invested 
ital is a maximum. The outward vol- 
of our trade is three times the in- 
ird volume. 

[he more important consideration, how- 

r, is that as necessity has evolved suc- 
-essful seafaring nations it has caused an 
adjustment of their delicate economic 
machines so that the profits from their 
carrying trade have become the vitally im- 
portant “invisible exports” so frequently 
mentioned by economists in these latter 
days. “Invisible exports” signify credits 
for or payments to a given country by 
other nationals which operate as offsets 
to outgoes or obligations to foreigners in 
the main for foods or materials and herein 
lies an almost life and death item for sea- 
faring nations of which England is the 
best example although we must not lose 
sight in this connection of the importance 
of sea tonnage for Japan, Scandinavia, 
Greece and Spain. 

England has depended to a very large 
extent upon her exports of coal, her single 
important raw material, but her greatest 
mainstay to balance the enormous sums 
paid to foreigners has been (as indicated 
above) for many years the profits from 
her shipping. Deprived of this “invisible 
export” no man may dare predict what 
may be the dire results. What this “invis- 
ible export” or balancing factor of her 
economy is may be indicated briefly by 
the statement that England imports at 
least 75% of what she eats and approxi- 
mately an equivalent percentage of raw 
materials. 

Under these conditions the advocates of 
a Merchant Marine for this country pro- 
pose to appropriate the major portion of 
these sea-faring profits of the other na- 
tions and the ratio of our success will be 
measured by the diminution of our over- 
seas markets for our surplus products. 
Foreigners may pertinently declare that 
“If you take away the prop that doth sus- 
tain our house how do you expect we can 
pay the ten billion allied loan or import 
to any normal degree from your United 
States ?” 

The laws of the Medes and the Per- 
sians may have been hard and fast but not 
more iron-clad or insurmountable than the 
laws of economics in the sense that the 
mills of the Gods grind slowly but they 
grind exceeding sure. 


for AUGUST 19, 1922 
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62% for 20 Years with 
Straus Safety 


New Issues of STRAUS BONDS afford investors 
the opportunity to invest their funds with safety 
to net 642% for 2 to 20 years, with wide diversifi- 
cation. 





Each bond issue is a direct closed first 
mortgage on the land and building secur- 
ing it, located in one of the larger and 
more prosperous cities of the United 
States. 


Each issue matures serially and is pro- 
tected by the Straus Plan of monthly 
amortization payments and by all the 
safeguards of the Straus Plan, which has 
protected our clients from loss for 40 
years. Denominations: $1,000, $500 and 
$100 bonds. 


Interest rates are coming down, and this may be 
one of the last opportunities to get 642% with 
Straus safety. We therefore suggest that you im- 
mediately investigate these safe bonds. As your 
first step, call or write today for literature, and 
specify 

BOOKLET D-785 


S.W. STRAUS & CO. 


ESTABLISHED 1882 “ OFFICES IN FIFTEEN PRINCIPAL CITIES “ INCORPORATED 


Straus BuILpING Straus BulLpinc 
565 Fifth Ave., at 46th St. 6 No. Clark St., at Madison St 
New York Cuicaco 





Forty Years Without Loss to Any Investor 
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Something New! 


A Chart Book. The feature is the deep grooves running 
perpendicular as in a wash-board. Pen or Pencil runs 
in these grooves. No straight edge required, making 
straight lines like print, showing high, low, opening, 
closing and volume all in one rut, 

When filled, these pages can be kept for reference: stuck 
up in your den, etc., and they will become more valuable 
as time goes on. 

If you concentrate on one stock, recording the outlook 
with the signs “plus” or “minus” as you go along, you 
improve your judgment and in time will get in and out 
of the market at the right time, with confidence. 

This system is not infallible but, if these charts are kept, 
together with the general information found in The 
Me gazine of Wall Street, the speculator can cut out all 


of book complete, $1.50. 


ih vib THE NEVINS COMPANY 


| ; tips, and learn to depend on his own observations. Price 


Mh 











Book 234x4'/ inches. 
The cover te Gavebte black 23 Aborn Street Providence, R. I. 


leather. 


40 grooves to the page. 
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Colorado Industrial Co. 


Ist Mtge. 5% Bonds Due 1934 
Guaranteed by the 


Colorado Fuel & Iron Co. 


Price about 79 
to yield about 7.70% 


Exempt from Federal Normal Taz 


The Colorado Fuel & Iron Com- 
pany and subsidiary companies 
since 1906 report as follows: 

(1) No bonds or stocks issued. 


Bonded debt reduced $5,615,000; 
yearly interest charges $300,000; 


(2) $16,276,353 
equipment; 


(3) $16,250,541 charged off for de- 
preciation and obsolescence; 


expended for new 


(4) Net earnings after depreciation 
averaged yearly 1% times bond 
interest; 

(5) Surplus earnings averaged yearly 
8% on the preferred and 2.30% 
on common stock. 


LADD & WOOD 


Members of New York Stock Exchange 


7 Wall St., New York 


Telephone Whitehall 3740 




















NEW DESCRIPTIVE BOOKLET 
(20th Edition-Revised to Date) 
ON 
STANDARD OIL 
ISSUES 





tains all 

the 1921 

finan cial 

state- 

ments of 
the Standard Oil companies is- 
sued to date, dividend rates, 
price ranges 1914-1922, descrip- 
tion of properties and other 
important information and sta- 
tistics. 


Copy free upon request for Booklet S-3 


CARL H. PFORZHEIMER & CO 


Dealers in Standard Oil Securities 
25 Broad St. 


New York: 


Current Bond Offerings 


URING the fortnight just closed, 

new bond financing was at an un- 

usually low ebb. Factors in the re- 
duced activity in this field were the slight 
stiffening in money rates, reflecting a com- 
paratively less easy supply; and also the 
seasonal decline in general interest. 

One authority shows the comparative 
amounts of new financing distributed as 
follows for the fortnight (figures are in 
thousands of dollars) : 

Class Amount 
State and Municipal 
Public Utility 
Industrial 


Railroad 
Farm Loan 


Total 


How much lower these amounts are than 
those prevailing in previous weeks since 
the beginning of the year is brought out 
from the knowledge that, whereas the 
average weekly offerings of new bonds up 
to the first week in August exceeded $50,- 
000,000 the average weekly offerings since 
August 1 have approximated only about 
$26,000,000—or little over half as much. 

Features of the current offerings are 
shown in the accompanying table. It is 
noted that only a comparatively few mu- 
nicipal offerings were made of any size, 
which would be an encouraging sign to 
industrial and railroad executives if it 
could be taken as presagirg a permanent 
contraction in this financing field. How- 
ever, the comparatively low municipal 
financing is held, actually, to represent 
cleaning up dealers’ shelves, preparatory 
to a new influx of offering when condi- 
tions are right. 

Public utility offerings were featured by 
two fairly large equipment trust issues by 
the Cincinnati Traction Co. and the Phila- 
delphia Rapid Transit Co. This form of 
financing, long popular among railroad 
corporations, is something of an innova- 








NEW BOND OFFERINGS 
STATE AND MUNICIPAL 
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RAILROAD 


Seaboard Air Line... $952,000 

Boston & Maine... .3,926,000 

PUBLIC UTILITY 

Toledo Tr. Lt. & P..$6,500,000 

Cen. Indiana Pr. Co. 2,000,000 
Indiana General Ser- 

22.000 
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Cincinnati Traction. 725,000 
150,000 


Phila., R. T 
450,000 


East St. 
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INDUSTRIAL 
Long-Bell Lumber. ‘*. nee 000 
Gen’l Refractories. 000,000 
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FARM LOAN 
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Land Bank.... ...$2,100,000 
First Carolinas Joint 
Stock Land Bank. 2,000,000 
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tion for the public utility, and much inter- 
est has been displayed in the two issues 
referred to for this reason. 

Railroad financing, as the table shows, 
was limited to two issues of $952,000 and 
$3,926,000 by the Seaboard Air Line and 
Boston & Maine, respectively. 

Industrial issues, as the above summary 
shows, forged up into line with other 
branches, being featured by the nine-mil- 
lion dollar issue of the Long-Bell Lumber 
Co. This was a first mortgage sinking- 
fund issue, maturing in 1942. Offered at 
96, to yield 6.35%, it presented unusual 
inducements, and was quickly subscribed 

The outlook is for further dulness, as 
regards new financing, pending an easier 
trend in money. 





GETTING DOWN TO 
CASES ON THIS 
HOME-OWNING 
PROPOSITION 

(Continued from page 607) 











a month. The return would also figur: 
higher because in the first few years a 
large part of the capital was money bor- 
rowed at five per cent. I purposely elim 
inated this from the figures as foreign 
to the subject. 

I believe that I could easily sell today 
for eight thousand. A similar house 
across the street is for sale at nine 
This increase in value may be partly 
judged from the taxes, which have risen 
from $49.54 the first year to $108.13 the 
last. This rise in the value of the proper- 
ty is equivalent to a further yearly re- 
turn of about six per cent, but I believ« 
we should leave this out of the present 
discussion as extraordinary and not likely 
to happen in the average case. The 
chance which a person has of such a 
gain may be balanced by the chance oi 
depreciation due to unforseen causes, 
such as a public nuisance erected in the 
neighborhood. 


A Good Example 


The preceding example is a good 
one of a person paying more rent to 
himself than he would have paid to an- 
other landlord. At the time I purchased 
my home I was living in a very com- 
fortable new seven-room house for 
which I paid twenty-five dollars a month 
rent. I could have bought it for $3,200.00, 
but paid $1,000 more for a slightly larger 
and better built place in a better neigh- 
borhood. I am not questioning the policy 
of any one buying a better home than 
they would rent, but wish to emphasize 
the point that they should take this into 
consideration when figuring the return 
on the investment. 

In conclusion, I wish to state that while 
I am a firm believer in the ordinary mor- 
tal owning his own home I would not 
recommend it under present conditions. 
In other words I believe that real estate 
is a good short sale right now. If I 
could be sure of finding a satisfactory 
place for my family I would try to sell 


MAGAZINE OF WALL STREET 





at once. I would buy or build again, 
however, when I thought conditions were 
right. In real estate as in other invest- 
ments we should endeavor to buy near 
the bottom and sell near the top. 





TROUBLE IN THE OIL 
INDUSTRY 
(Continued from page 612) 











at 125,589,000 at the beginning of the year 
mounted steadily throughout that year to 
185,623,000 at the close, and by May 1922 
they had reached the enormous total of 
245,030,000 barrels. 


Gasoline Consumption Breaks Records 


Consumption of gasoline during the 
current year broke all previous records, 
which is not surprising in view of the 
great increase in registration of motor 
vehicles over other years. Comparison 
of the first five months of this year with 
like periods of the past shows that where 
some 1,087 millions of gallons of gasoline 
were consumed in 1918 more than 1,553 
millions were used in 1921 and 1,810 in 
1922, exclusive of exports. Here also, 
however, production has outstripped de- 
mand and stocks of gasoline climbed to 
ew heights in April. There was some re- 
cession in May, when consumption came 
within 4 million gallons of the highest 
\ugust peak, and it is probable that fur- 
ther reductions will be witnessed before 
the close of the summer season. 

In spite of the greatly increased de- 
mand for crude oil, consumption of 
petroleum products, excepting gasoline, 
has been disappointingly slow in appear- 
ing, and where it was hoped earlier in the 
vear that the demand for gasoline would 
e large enough to carry the industry 
through the summer without price cuts, 
this hope has been dashed as the balance 
f heavy domestic production and imports 
ver consumption has carried stocks 
above ground to record totals and prices 
were finally forced to yield to this pres- 
sure, 


Had it not been for the heavy importa- 
tion of petroleum from Mexico, there can 
be little doubt that American producers 
would have found themselves in a very 
comfortable position. Giving considera- 
tion to the importance of the imported 
upply, it is apparent that any event 
vhich would cause this supply to be se- 
iously impaired would immediately alter 
the domestic situation, hence the not ex- 
pected appearance of salt water in the 
loteco pool, which was responsible for 
17% of the world’s marketed production 
up to July 1, is of great significance from 
the domestic view-point. This pool has 
lready produced more than 152 million 
barrels of crude oil and it will very likely 
continue to give up large quantities’ for 
some time to come. There is no question, 
however, as to the effect that has been 
produced since the salt water was first 
reported on July 2. Output from the pool 
n August 1 was only 105,000 barrels 
laily, compared with 350,000 barrels 
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MARKET 
STREET 
RAILWAY 


First Con- 
solidated 5’s 


Due Sept. 1, 
1924 


Price About 
88 


Yielding 
11.50% 





Current Earnings are Three 
Times Total Interest Charges. 


Appraised Value of Property is 
Nearly Three Times Bonded 
Debt. 


Interest Requirements are Only 
Seven Per Cent of Gross Re- 
ceipts. 


The Bond Enjoys an Active Mar- 
ket on The New York Stock Ex- 


change. 


Descriptive Circular on Request for MW 27 


NEWBURGER, HENDERSON & LOEB 


Members of New York and Philadelphia Stock Exchanges 
100 Broadway, New York - Telephone Rector 7060 


202 Fifth Ave. at 25th St. 


511 Fifth Ave. at 43rd Se. 


22 W. 33rd St. 


PHILADELPHIA: 1512 Walnut Street 
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THE BOOK REVIEW 


Latest Publications on Finance and Business 


“Applied Business Correspondence” 


A practical reading course in advanced business correspondence and under- 
lying principles of successful letter writing. 


“Scientific Selling and Advertising” 


A book that puts selling and advertising on a new scientific basis. 


Place your order with Book Department, MAGAZINE OF WALL STREET, 
42 Broadway, New York, N. Y. 


By Herbert Watson 


Price $6.10 p. pd. 
By Arthur Dunn 


Price $3.10 p. pd. 

















when the supply began to fail. Imports 
from Mexico, which were 18,598,000 bar- 
rels in May, had dropped to 16,976,000 
barrels in June, and it is quite probable 
that even greater contraction will be 
shown by the figures for July and Au- 
gust when the full effect of reduced out- 
put from Toteco should be felt. 

It is not to be inferred that Mexico 
will cease to be a factor in the oil indus- 
try, for there are still immense reserve 
areas to be drawn upon. Nevertheless, 
it is entirely reasonable to suppose that 
restricted importation of Mexican oil 
may become a more immediate factor in 
the domestic price situation. 

Weekly reports of average daily crude 
production have so far failed to indicate 
any diminution in output by domestic 
producers in spite of recent pi.ce cuts. 


While this lends an unfavorable aspect 
to the situation, it is probable that heavy 
flush production in Oklahoma will shortly 
begin to cease and present low prices for 
crude are not conducive to continued new 
drilling. 

It is rather too early to determine what 
effect the various influences enumerated 
will have on the immediate trend of the 
industry, but it is entirely probable that 
the present depression is largely tempo- 
rary. Prices may show some further un- 
settlement but it seems unlikely that the 
unfortunate demoralization of last year 
will be repeated. Meanwhile, the outlook 
favors the stronger companies engaged 
in all the processes of producing, refining 


and distributing as distinct from com- 


panics that are solely producers 
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Hydro-Electric 
Light and Power 
Securities 


We are specialists in high- 
grade listed and _ unlisted 
public utility securities. 
Offerings, quotations, and 


analyses on request. 


Send for our “Service” Booklet 


BAKER, YOUNG & CO. 


50 Congress Street 
Boston, Mass. 


Philadelphia Springfield 



































$150,000 
City of Paris, 


Texas 
5% School Bonds 


Dated August 1, 1920. Due August 1, 

1960, Opt. 1930. Principal and semi- 

annual interest payable in New York 

City. 

Legality approved by Messrs. Wood & 
Oakley, Chicago, Ill, 


FINANCIAL STATEMENT 
Actual Valuation (estimat- 
ed) ’ ’ 
Assessed Valuation (1921) 15,768,570 
Net Bonded Debt......... 1,214,500 
Population 15,040 


These bonds are the direct and general 
obligation of the City of Paris, incor- 
porated in 1905, and the County Seat of 
Lamar County. Five lines of railroads, 
extending in every direction from the 
City and covering the richest and most 
productive territory in the Southwest, 
assure the future of the City as a large 
wholesale and manufacturing center. 


Price 100 and Interest, 
to Yield 5% 


Further particulars of the above on 
request for Circular M.W. 43 


Be WADDELL 


89 Liberty Street, New York City 








UNLISTED UTILITY BOND INDEX 


GAS AND ELECTRIC COMPANIES 
Asked Price Yield 


Bronx Gas & Electric Co. First 5s, 1960 (a)..........-0+- etn euneenee i 6.00 
Buffalo General Electric First 5s, 1939 (c) 5.00 
Canton Electric Co. First 5s, 1987 (b) 5.50 
Cleveland Electric Ill. Co. 6s, 1989 (b) 5.00 
Denver Gas & Electric Co. First 5s, 1949 (c) 5.35 
Duquesne Light Co., Pittsburgh, 734s, 1936 (b) ; 6.50 
Evansville Gas & Electric Co. First 5s, 1932 (a) 5.90 
Kansas Elec. Utility First 5s, 1925 — eddisuiibasehersabamaneuamiene 10.50 
Indianapolis Gas Co. 5s, 1952 (a) % 5.90 
Los Angeles Gas & Electric Gen. 7s, 1931. 6.30 
Louisville Gas & Elec. Ref. 7s, 1932, 1923 (c) 5.22 
Nevada-Cal. Electric First 7s, 1946 (c) 7.00 
Oklahoma Gas & Electric Co. First & Ref. 734s, 1941 (c) 7.15 
Oklahoma Gas & Electric Co. First Mtge. 5s, 1929 (a) 6.50 
Peoria Gas Electric 5s, 1928 (a) 6.05 
Rochester Gas & Electric Corp. Series B 7s, 1946 (b) 6.60 
San Diego Cons. G. & El. First Mtge. 5s, 1939 (a) 5.50 
San Diego Cons. G. & El. First Mtge. Ref. 6s, 1939 i 6.85 
Standard Gas & Electric Conv. S. F. 6s, 1926 (b) 7.30 
Standard Gas & Electric Secured 734s, 1941 (c) 7.30 
Syracuse Gas Co. First 5s, 1946 (a) 5.32 
Twin-State Gas & Electric Ref. 5s, 1953 (c) 6.50 


POWER COMPANIES 


Adirondack P. & Lt. First & Ref. 6s, 1950. .....cccccccccccsccccccees 
Adirondack El. Power Co. First 5s, 1962 

Alabama Power Co. First 5s, 1946 (a) 

Appalachian Fewer Co. First 5s, 1941 (a) 

Calif. Oregon P. Co. First & Rei. 7s, Series A, 1941 (c) 

Cent. Maine P. Co. First & Gen. Mtge. 7s, Series A, 1941 

Cent. Maine Power Co. 5s. 1939 (a) 

Cent. Georgia Power Co. First 5s, 1938 (c) 

Columbus Power Co. (Georgia) First ~ — (a) 

Colorado Power Co. First 5s, 1 (c). 


Electric Dev. of Ontario Co. 5s, 1 

Great Northern Power Co. First 5s, ( 

Great West. P. Co. First & Ref. 7s, Series B, 1950 
Great West. P. Co. 5s, 1946 (a) 

Hydraulic Power Co. First & Imp. 5s, 1951 (b) 
Idaho Power Co. 1947 (a 

Kansas City Power & Lt. 8s, 1940 (c) 

Kansas City Power & Lt. First 5s, 1944 (c) 
Laurentide Power Co. First 5s, 1946 (b 

Madison River Power Co. First 5s, 9 tes 

Mississippi River Power Co., First 1 (c) 
Niagara Falls P. Co. First & Cons. , tH 6s, 1950 (b) 
Ohio Power First & Ref. as, 1951 (c) 

Penn. Ohio Power & Lt. Notes 8s, 1980 (c) 
Potomac Electric Power Gen. 68, 1923 ( 

Puget Sound Power Co. First 5s, 1 

Salmon River Power First 5s, 1952 (c) 

Shawinigan Water & Power Co. First 5s 

Southern Sierra Power Co. First 6s, 1988 ( 

S. W. Power & Lt. First 5s, 1943 (c 

West Penn. Power Co. First 7s, 1946 (e): cecccccccocococccccce ee 
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TRACTION COMPANIES 


Arkansas Valley Ry. L. & P. First & Ref. 734s, 1981 (b) 
American Light & ry Notes 6s, 1925 (c) 

Bloomington, Dec. Ry. Co. First 5s, 1940 (a) 

Danville, Champ. & AN, ‘bs, 1938 (a) 

Georgia Ry. & Power Ss. x. b 

Kentucky Traction & T 

Knoxville Ry. & Light 5s, 1946 (b) 

Milwaukee Light, Heat & Feentisn. 5s, 1929 (a 

Milwaukee Elec. Ry. & Light 7s, 1923 (c).... 

Milwaukee Elec. Ry. & Light 7%s, 1941 (b) 

Monongahela Val. Frac. Co. Gen. Mtge. 7s, 1923 (c). 

Memphis St. Ry. 5s, 1945 (a *).. 

Northern ag Trac. & Lt. 

Nashville Ry. & rt", 5s, ions” (a) 

Portland Ry. P. Ist & Ref. Ser. “A” 734s, 46 (c) 

Topeka Ry. & Light Ref. 5s, 1933 (c) 

Tri-City Ry. & ~~ 5s 1980 (c) 

United Light & R Re 1982 ( 

United Light & Rye. iat 8s, 1950 Qj eceecccece eeccece eeececesones 


AAPOAFMHAISAMAASI!SA 
S33es33 
Geacoroocoooeoo-9Se80c0ooo 


Seeeesercorvee 


TELEPHONE AND TELEGRAPH COMPANIES 


American Tel. & Tel. 5-Year 6s, 1924 (c).. 

Bell Tel. Co. of Canada Ist 5s, ig 925 (b) 

Bell Tel. Co. of Canada Ist "s, 1925 (b) 

Bell Tel. Co. of Pa. Ist Refund. 7s, 1945 (c) 
Chesapeake & Potomac Tel. Co. Va. Ist 5s, 1943 (c) 
Home Tel. & Tel. Co. of S kane Ist Se, 1936 (c 
Western Tel. & Tel. Co. Coll. Trust 5s, 1982 (b 


* Investors should note that the “asked” price on a bond may vary from 1 to §& points 
from the “bid,” depending upon the activity of the security. 
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LACLEDE GAS 7s 


Recent Developments Strengthen Posi- 
tion of the 7s of 1929 Which Appear 
to Have Been Overlooked 


ECENT developments in the affairs 
of Laclede Gas Light Co. have been 
accompanied by a rapid advance in 
price on the part of the common stock 
which is listed on the New York Stock 
Exchange. The 7% ten-year Series A col- 
lateral and refunding bonds of 1929 ap- 
pear to have been overlooked and have 
shown practically no advance in price 
since the recent declaration of a 7% annual 
dividend on the common stock. 
\t current selling price of 101 the 7% 
is are still at an attractive level and 
show a yield on the investment of close 
to 7% with the added feature that an ele- 
ment of speculation is involved, at no ex- 
pense Of the security, by reason of con- 
yersion privilege into common stock par 
for par. Bonds can be converted into 
common stock at any time to maturity. 
The common is now selling around 90 but 
with the recent restoration of the full $7 
annual diyidend rate, it does not seem 
far-fetched to look for the common to go 
above par and make the conversion privi- 
lege valuable. Up until 1917 when high 
operating costs reduced earnings, the com- 
stock on an average sold above par. 
lhe 7% bonds are preceded by an issue 
of only $10,000,000 first mortgage bonds 
and are redeemable at any time at 101. 
The issue can be classed as a good invest- 
ment proposition. 


Resumes Dividends 


Considerable surprise was occasioned 
early in August when the board of direc- 
tors resumed dividends on the common at 
the old rate of $7 annually. Reason for 
this is found in the earnings statement 
which was made public and showed net 
earnings for the first six months of 1922 
of $4.32 a share or at an annual rate of 
$9 a share with indications that the last 
half of the year will be better than the 

rst six months. 

Comparison with other gas stocks pay- 
ing 7% annually shows practically all of 
them selling above par. In pre-war days 
Laclede common stock had a high repu- 
tation as an investment issue, so that con- 
version privilege on the 7% bonds may 

n become a valuable asset should the 
common continue to move up with other 
stocks of a like character. 


American Trade with Europe 


The United Kingdom is our best cus- 
tomer in Europe and in fact in the world, 
while Germany has risen to second place 
in Europe as a consumer of American 
goods. Our exports to Germany during 
1921 exceeded by about $25,000,000 our 
exports to that country in 1913. The 
final 1921 figures for Germany will show 
ai increase in value over 1920. As com- 
pared with 1913, American exports to 
Italy in 1921 also shows a great increase. 

Imports from Europe to the United 
States during 1921 was approximately 
$760,000,000, against $864,666,103 in 1913. 
American imports from France slightly 
exceeded in value those of 1913. 


for AUGUST 19, 1922 





Organized and equipped 
to handle large and small 
investment transactions. 
We will welcome the 
opportunity to demonstrate 


how our Service will meet 


Your Requirements 


We invite correspondence 
in regard to any Stocks or 


Bonds—Listed or Unlisted. 


ESTABLISHED 1660 


Paine, Webber & Campany 


BOSTON NEW YORK CHICAGO 
82 DEVONSHIRE ST. 25 BROAD ST 209 LA SALLE ST 


PHILADELPHIA WORCESTER MINNEAPOLIS 
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Tennessee Consolidated Coal Co. 


Purchase Money First Lien 
6% Sinking Fund Bonds 
(Mortgage Closed) 

Due Sept. 1, 1940 


THE EQUITABLE TRUST COMPANY, Trustee 
Safety: A closed first mortgage for $500,000 of a company 
whose property is assessed for taxation in excess of $4,000,000. 
Sinking Fund: Provides for retirement of four-fifths of issue 
before maturity. 

Earnings: Averaged for 16 years 314 times requirements. 


Company in successful operation for sixteen years. 
Book walue of capital stock $216 per share. 


Largest shipper of coal on the Nashville, Chattanooga & St. Louis 
(L. & N. System) non-union district. 


Price 90 and Interest Yielding about 7“ 


F. J. LISMAN & CO. 


Members N. Y. Stock Exchange since 1895 


61 Broadway New York 
































Your inquiries relative 


to specific issues of 


Foreign Government 


and 
Municipal Bonds 





are welcomed by our com- 
petent Information Service. 


Weekly price lists of select for- 
eign investment securities will 
be mailed upon request. 


ADDRESS DEPT. M W 


HUTH & CO. 
30 Pine Street New York 


Telephone JOHn 4320 




















A Canadian 7% 
Real Estate Bond 


A first mortgage investment in To- 
ronto, capital of Ontario, popule tion 
over 500,000, yielding 1% more than 
similar investments in the United 
States. 


These bonds are a first mortgage 
charge on a new modern seven-story 
Physicians’ and Surgeons’ Building. 


In the Heart of 
Toronto 


Land and building, near one of the 
city’s principal business corners, 
valued conservatively <«t $450,000. 
This bond issue $275,000. 

Bonds mature serially over 18 years, 
equity increasing yearly. Principal 
and interest payable half - yearly. 
Bonds redeemable at par and accrued 
interest with premium. 


Write us 
these Professional 


7% Bonds. 


Graham. Sanson& (o 


INVESTMENT BANKERS 
TORONTO, CAWADA 


today for perticulars of 
Offices Limited 
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FOREIGN TRADE AND SECURITIES 
(Continued from page 585) 





a large extent this is so because the activi- 
ties of the Government cross the daily 
life of the people at more points than we 
are accustomed to in America. A strik- 
ing instance of this is the attitude of the 
people toward the energetic military pol- 
icy of their Government. The hearty sup- 
port which it has received from the great 
masses of the people is largely a political 
matter, or an_ international-diplomatic 
one, and individual questions that come 
up under it, such as the proposed occu- 
pation of the Ruhr valley in the event of 
the failure of Germany to pay its repara- 
tions obligations, are regarded from the 
distinctively European standpoint of in- 
ternational prestige, “la gloire de la 
France!” rather than from the American 
view-point, “What good will it do?” 


Occupation of the Ruhr 


For the fact remains that money to pay 
reparations with can be obtained only by 
the production and export of goods, and 
if France is to get more reparations from 
Germany by taking over the Ruhr indus- 
trial plants the only advantage it can gain 
is by operating these plants more inten- 
sively and efficiently and increasing their 
sales in foreign markets. Apart from the 
question whether the plants would really 
be more efficiently run by a French mili- 
tary supervising force than by German 
factory operators, it is quite certain that 
the main export competitors of Germany, 
the United States and England, would not 
allow themselves to be swept off the ex- 
port markets of the world by a flood of 
cheap goods dumped on the market for 
what they would bring irrespective of re- 
placement costs and rising production 
costs. 

In case the Ruhr should be occupied, 
therefore, a step which would have the 
fullest consent and cooperation of the 
French people, matters would remain very 
much as they were before, unless the 
French forces of occupation should see 
fit to supply the German factories with 
cheap coal from the two millions a month 
delivered by Germany to the Allies under 
the Spa agreement, or should present 
them with raw materials, or otherwise do 
away with the obstacles to heavy produc- 
tion which are preventing those same 
plants from turning out enough export 
at the present time to pay reparations 
with. 

This is a typical example of the futility 
of purely international-diplomatic meth- 
ods of handling fundamentally economic 
questions. The fact that such occupation 
would tighten the “grip of France on the 
throat of Germany,” to use Briand’s 
forceful phrase, or would constitute a 
striking demonstration of the military 
prestige of France, would in nowise 
lessen the superb economic idiocy of the 
proceeding. Neither, unfortunately, does 
the complete irrationality of such an oc- 
cupation, as measured by any realistic 
standards, lessen the probability that some 
such occupation will eventually be wnder- 


taken in a last desperate attempt to avoid 
the realities of the case, namely that the 
amounts recoverable from Germany are 
small in comparison to the French war 
expenses funded in the form of external 
debts, inter-Allied debts, internal debts, 
and floating loan, and that to the extent 
that the full payment of the latter is de- 
pendent on the full payment of the former, 
with all apologies for the ugly and un- 
mentionable word, repudiation is on the 
order of the day. 

It must be repeated that this analysis, 
though sanctioned and suggested by the 
work of such economists as Keynes, Hob- 
son, Paish in England, Cassel in Sweden, 
Charles Gide (in some of his essays) in 
France, not to speak of most German 
economists, finds as yet little following 
among the leaders of France itself, and 
still less among the people of Europe. 

The situation is clear-cut—the interests 
of France, for the various reasons afore- 
said, demand a 100% execution of the 
reparations terms of the Treaty of Ver- 
sailles and the agreements following it. 
A belief in the impossibility of such 
100% execution would be unfavorable to 
these interests, hence, true or not, such 
a belief is rejected with only a casual or 
prejudiced examination of the reasons 
for it. The economists’ dispassionate an- 
alysis of the situation, of course, has little 
or no influence against the combination 
of demagogic emotional appeal and eco- 
nomic interest, personal and national. In 
fact, there is only one thing that can 
make headway against the false views 
spread by this combination, and that is 
the compulsive logic of events themselves, 
which each day are showing how un- 
tenable the French position on repara- 
tions, and on Russia, really is. 





CHESAPEAKE & OHIO 
RAILROAD 
(Continued from page 596) 











June 15, 1922. This is not a very encour- 
aging condition and without doubt will 
seriously handicap the company in the 
handling of the increased business that is 
expected through the resumption of min- 
ing in the union fields. 

With respect to the effect of the 
strike on the company’s tonnage, it may 
be stated that inasmuch as the Chesa- 
peake & Ohio serves non-union as well 
as union fields, the strike has not handi- 
capped it as seriously as the roads in 
other sections of the country. The in- 
crease in traffic from non-union fields has 
been sufficient to more than counterbal- 
ance the decrease in traffic from union 
fields. There has also been a gratifying 
increase in other business, although, of 
course, on account of its relative small- 
ness, fluctuations in this traffic do not 
affect gross to such a considerable extent 
as do those in the coal tonnage. 

The general resumption of production 
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in union fields will not necessarily mean 
slackening of production in the non-union 
fields served by the Chesapeake & Ohio, 
because reserve stocks have been depleted 
so seriously as to justify maximum pro- 
duction. The extent of this depletion may 
be readily realized by the fact that pro- 
duction.during the past three months has 
been anly 50%, while consumption has 
been 100%. With the present activity in 
the iron and steel trade and other manu- 
facturing plants, the demand for coal is 
rapidly increasing. The Chesapeake & 
Ohio will therefore be called upon soon to 
move perhaps the largest tonnage in its 
history. Unfortunately, the company’s 
freight cars are not in as good order as 
they should be, and this situation is be- 
ing aggravated still further by the shop- 
men's strike. More repair work will there- 
fore be necessary, although of course this 
work will be done at the reduced wage 
rates that went into effect July Ist. Gross 
revenues will also be affected by the re- 
duction in freight rates effective the same 
date. The traffic will be handled, how- 
ever, at a lower operating ratio, because 
ordinarily only 60% of the expenses are 
directly affected by added tonnage. 


Conclusion 


faking all of the above factors into 
consideration, it may be conservatively 
estimated that the company will show a 
net applicable to common of 12% for 
1922. Of this, about 3% will be consumed 
for sinking funds on outstanding bond 
issues and other obligations, which, while 
not directly available for dividends, accrue 
to the benefit of the stockholder. This 
leaves 9% to meet dividend requirements 
and to apply to additions and betterments. 
On this basis, a 5% or 6% dividend not 
only would be conservative, but also justi- 
fiable in view of the desired exchange of 
convertible 5s and the concomitant de- 
crease in fixed charges that would result 
thereby. 

Besides affording the stockholder a 
higher yield, this increased dividend would 
give him a higher rated security, because, 
on account of the larger amount of out- 
standing capital stock brought about by 
the exercise of the conversion privilege 
under consideration, the ratio of the net 
applicable to the common stock would not 
fluctuate as widely as is now the case with 
the smaller amount of stock. In other 
words, the rate earned on the common 
would be greatly stabilized. 

So much greater are the benefits that 
would accrue to the stockholder by the 
increase to 5% or 6% in the dividend rate 
than would be the case if this additional 
1% or 2% were used exclusively for addi- 
tions and betterments, that this increase 
in the near future appears practically cer- 
tain. 

As a matter of fact, the accumulation 
of the convertible 5s that has been go- 
ing on during the past month would 
indicate that such action is being antici- 
pated. For this reason purchase of the 
Stock at present price, which is still 
some 10 points below the conversion 
parity, presents attractive possibilities 
of both enhancement in value and in an 
increase in the return. 
for ATIGIIST 19 1922 








Here is a Book That 
is More Than a Book 


u on matter which may be neither flesh nor fish, 
e get ten cents a word for writing this (five cents 
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to invest after the formula contained in Richard D. Wyckoff's new 
“How | Trade and Invest in Stocks and Bonds.”"—From “Brentano's 


Book Chat.” 


How I Trade 
and Invest 
in Stocks 
and Bonds 








PARTIAL CONTENTS 
Chapter I—My First Les- 


sons in Investing and Trad- 
ing. 

Chapter I]—Profitable Ex- 
perience in the Brokerage 


and Publishing Fields. 


Chapter I]—Why | Buy 
Certain Stocks and Bonds. 

Chapter IV — Unearthing 
Profit Opportunities. 

Chapter V—Some Experi- 
ences in Mining Stocks. 

Chapter VI—The Funda- 
mentals of Successful Invest- 
ing. 

Chapter VIIl—The Story 
of a Little Odd-Lot. 

Chapter Vill—The Rules 
I Follow in Trading and In- 
vestment. 

Chapter IX—Forecasting 
Future Developments. 

Chapter X—The Truth 
About “Averaging Down.” 

Chapter Xl—Some Def- 
nite Conclusions as to Fore- 
sight and Judgment. 

Chapter XII—Safeguard- 
ing Your Capital. 

Chapter XIII—How Mil- 
lions Are Lost in Wall 
Street. 

Chapter XIV— The Im- 
portance of Knowing Who 
Owns a Stock. 


This volume, handsomely 
bound, is an attractive addition 
to any library, whether at home 
or in the office. Price $5, post- 
paid. 
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SEND THIS ? 
COUPON Ps New York. 


Richard D. Wyckoff, 


Editor of The Magazine of Wall Street 


THs book represents 
methods adopted and 
evolved during 33 years’ ex- 
perience in Wall Street in a 
manner so simple and direct as 
to appeal to every investor who 
sees it. The first edition was 
oversold before it was off the 
press. 

Investing for profit and in- 
come is a business in_ itself. 
While the average business 
man knows his own business 
thoroughly—he knows nothing, 
practically, of the principles 
that underlie investments. 

As editor of THE Maca- 
ZINE OF WALL STREET, Mr. 
Wyckoff has come in active 
contact with the mistakes of the 
average security buyer, and has 
developed into successful inves- 
tors many thousands of business 
men who had lacked the neces- 
sary training in the principles of 
security values. 


¢ THE MAGAZINE 
¢7 OF WALL STREET 
42 Broadway, 


Gentlemen :—Enclosed 


IN TODA vy“ find $5. Sendme HOW | 


TRADE AND INVEST IN 
¢ STOCKS AND BONDS, by 
P Richard D. Wyckoff. 
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IMPORTANT ISSUES 
Quotations as of Recent Date 


Aeolian-Weber .............- - —15 

SES eer 30 — 60 
American Piano.............. 65 — 72 

AR ee ernie 82 — 87 
American Type Founders..... 52 — 56 
Atlas Portland Cement....... 58 — 64 
3abcock & Wilcox........... 118 —120 
PE wscinecrea en enka 100 —102 
pe ree 94 — 97 
ee use wuuine 90 — 97 
No meee eae 109 —112 
Crocker Wheeler............. 50 — 60 
Jos. Dixon Crucible.......... 134 —138 
Gillette Safety Razor Co. ....*222 —225 


Ingersoll-Rand ............-- 152 —160 
H. W. Johns-Manville........ 430 —.. 
New Jersey Zinc..........00 142 —146 
Niles-Bement-Pond .......... 48 — 50 
Phelps-Dodge Corp’n......... 155 —170 
Royal Baking Powder........ 105 —110 
I CE nc ccs catew se 45 — 49 

ae ee 90 — 93 
Oe eee 93 — 95 
memes Cte em, A. occc cscs 18 — 20 

eee 80 — 85 
Thompson-Starrett ........... 58 —.. 
Ward Baking Co. ............ 103 —107 


* Listed on N. Y. Curb Exchange. 








A Favorable Drawback 


DVISE a man to invest in an over- 

the-counter stock and, more times 

than not, he will offer the objection 
that the security does not enjoy what 
might be termed a “popular market”— 
meaning that it is comparatively inactive, 
little talked of and seldom quoted in the 
financial press. 

Actually, this very fact that the over- 
the-counter market is not a popular mar- 
ket is one of the chief arguments in its 
favor. It results in unusual opportunities. 


As previous articles have shown, highest- 
grade investment securities will frequently 
be found here selling at even ridiculously 
low prices, largely because their position 
is not constantly in the public eye and the 
opportunities they offer not generally 
known. Were these securities watched 
incessantly and talked about, “written-up” 
and analyzed to the extent that listed se- 
curities are, such bargains would undoubt- 
edly appear far less frequently. 





The A. O. Smith Corporation 


A stock which the over-the-counter de- 
partment believes worthy of careful con- 
sideration is A. O. Smith Corporation, 
preferred. 

A. O. Smith represents an organization 
formed eighteen years ago as one of the 
first companies to engage in the manufac- 
ture of pressed steel shapes. With the 
growth of the automobile industry, the 
company developed into the manufacture 
of automobile parts, including drop forg- 
ings, frames, axle housings, etc. It has a 
large, well-equipped plant on the St. Paul 
main line, just outside of Milwaukee. 

A. O. Smith is not a large concern, as 
concerns go nowadays. Its capitalization 
consists of: 


Issue Authorized Outstanding 
eee $3,300,000 $3,300,000 
7% cum, pfd., par $100.. 3,000,000 2,649,000 
Common, no par.......100,000 shs. 100,000 shs. 


The smallness of the company’s capital 
charges, however, make its earnings quite 
large by comparison. Thus, results for 





the three years 1918-1920, inclusive, 
showed in thousands as follows: 

1918 1919 1920 
Net profits......... $929 $782 958 
«Sees 121 — wae 
Dt Piicssencesces 1,049 782 958 
Fixed charges...... a aaie énkn *286 
DD onauceeus cee 1,049 7&2 622 
Pfd. dividend. — 208 190 182 
Sinking fund........ 169 118 98 
UNE imtciahdiiecireaererss 677 474 392 





* Includes $120,838 tax reserves. 

These earnings, figured on a per-share 
basis, show an average of slightly more 
than 31% earned on the preferred stock 


for the period. Actually, 1918’s returns 
exceeded 37%, 1919’s exceeded 29% and 
an even 26% was earned in 1920. 

Most of the company’s customers, in- 
cluding such concerns as Studebaker, 
Dodge, Stutz, Mitchell, etc., did nothing 
like the business in 1921, of course, that 
they had done in previous years. The re- 
sult was a sharp decline in A. O. Smith's 
returns. The year’s end found the com- 
pany with a final annual surplus of less 
than $6,000. Earnings on the preferred 
were 7.4%, or just a shade above dividend 
requirements. Any profit at all, however, 
was concededly good, under the circum- 
stances. 

In recent months, the business of the 
A. O. Smith Co. has shared in the auto- 
mobile recovery. The outlook is for con- 
tinued activity at the plant. Smith has 
fixed sinking-fund requirements which go 
into operation on October Ist, calling for 
$250,000 each six months which will reduce 
the margin available for the preferred. 
However, there seems little doubt that the 
dividend will be amply covered. 

Quoted 80-85, over-the-counter, to yield 
from 8.75% to 8.25%, the preferred ap- 
pears an interesting opportunity, and its 
undoubted speculative features are less- 
ened by the safeguards, including a sink- 
ing-fund clause, with which the issue is 
surrounded. While the full facts concern- 
ing the company’s more recent operations 
will not be available for publication for 
some few wecks, the belief is held that 
stockholders will not be disappointed. 
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Philip Morris 


No Bonds—No Preferred Stock 


Capital Stock 276,000 shares of 
$10 par value 


The most stable business in this 
country is the Tobacco business. 

It flourishes alike in good and bad 
times. 

Some of the largest fortunes in this 
‘ountry have been made by investors 
that have held on to their Tobacco 
tocks through every business cycle. 


We have specialized in Tobacco 
tocks for nearly 20 years. 
Practically every Tobacco stock 


lealt in on the Exchange or on the 
‘urb has been fostered by us from the 
utset. 

We have been privileged to recom- 
nend and assist in the placing of 
uch great investments as: 


American Tobacco Co. 

R. J. Reynolds Tobacco Co. 

Tobacco Products Corporation 

United Cigar Stores Company 

British American Tobacco Com- 
pany 

Imperial Tobacco Co. of Great 
Britain 


—all of which have advanced from 
300 to 2,500% from the time we 
recommended them. 

We now consider ourselves privi- 
leged to present for the consideration 
of investors 


Philip Morris 


which is still a comparatively small 
company but growing in a way that 
we feel confident will secure it a 
conspicuous position among its great 
competitors. 

The Philip Morris Company, in 
addition to the cigarette that carries 
its name, owns one of the most 
rapidly growing brands in America 


English Ovals 


and has just acquired through the 


Philip Morris International Company 


every share of whose $2,000,000 capi- 
tal it owns, the American rights for 
the sale in this country of the prin- 
cipal brands of the 


Imperial Tobacco Company of Great 
Britain 
such as: Three Castles, Players, 
Capstan and many others which are 
known wherever the English language 
is spoken. 

The great importance of this acqui- 
sition is well recognized by every To- 
bacco man. 

The management of the Philip 
Morris Company is fully alert to its 
great possibilities. 

We are convinced that 


Philip Morris 


in a comparatively short time will 
prove fully as attractive an invest- 


ment as any other Tobacco stock we ° 


have recommended in the past. 


Bamberger, Loeb & Co. 


Members New York Curb Market 


42 Broadway New York 








J 


AUGUST 19, 1922 





BOND OPPORTUNITIES 
FOR SHREWD IN- 
VESTORS 
(Continued from page 590) 











there are several underlying bonds which 
have paid their interest throughout the 
Receivership and are in a very sound in- 
vetsment position. One issue that appears 
to be thoroughly sound from an invest- 
ment standpoint and to have excellent 
prospects for a substantial market appre- 
ciation is the Brooklyn Union Elevated 
Railroad Company First Mortgage 5s of 
1950. 

These bonds are authorized in amount 
of $16,000,000, of which $15,967,000 are 
outstanding. They are secured by a first 
mortgage on about 19% miles of elevated 
railroad structure, together with equip- 
ment and several parcels of real estate. 
In addition, the bonds are secured by a 
second mortgage on all the properties of 
the Kings County Elevated Railroad 
Company, subject only to the $7,000,000 
Kings County Elevated First 4s of 1949, 
which properties consist of about 16% 
miles of elevated structure, including a 
private right of way 8% miles long and 
50 feet wide running from central Brook- 
ly to Coney Island, as well as valuable 
real estate. 


City Contract 


The Brooklyn Union Elevated Railroad 
Company and the Kings County Elevated 
Railroad Company were merged in 1900 
to form the New York Consolidated 
Railroad Company. Under a contract 
with the City of New York the elevated 
lines of the New York Consolidated Rail- 
road System are operated in direct con- 
junction with the city-owned subways of 
the New York Municipal Railway Com- 
pany. The terms of this contract provide 
that the net earnings of both the elevated 
and cubway lines are to be “pooled,” and 
the first charge against these combined 
net earnings, being ahead of everything 
else, is the interest on the Kings County 
Elevated 4s of 1949 and the Brooklyn 
Union Elevated 5s of 1950. The interest, 
as well as the principle, of these two 
issues has, in fact, been adjudged by the 
Court as being a prior claim to $16,000,000 
of Receivers Certificates. 

For the ten months period ended April 
30, 1922, the net earnings available for 
interest charges, as provided under the 
contract, were as follows: 


Net Earnings— 

10 months to April 30, 1922. . .$5,395,330 
Interest on: 

Kings County El. 4s. .$233,333 

Bklyn Union El. 5s... 665,282 898,625 
ae ere 6.03 


These earnings, it will be noted, show a 
very wide margin of safety over the re- 
quirements of the two bond issues men- 
tioned. In fact, there has never been a 
time, including the period of the Re- 
ceivership, when the interest on these 
bonds was in the slightest danger. 

The Brooklyn Union Elevated 5s 
have paid their interest regularly and 





pea Protecting 
The Investor 


Savings Banks and Trustees are 
compelled by Law to invest 
funds committed to their care in 
accordance with restrictions in- 
tended to protect depositors and 
beneficiaries. 


Our aim is to offer similar pro- 
tection to the individual investor 
through practice of the most 
rigid discrimination in the selec- 
tion of the securities we recom- 
mend. 


As a means of introduction we 
invite you to write for our cur- 
rent investment list which de- 
scribes over fifty Government, 
Municipal, Railroad, Public Util- 
ity and Industrial Bonds. 


BaRSTOW & Co. 


Members New York Stock Exchange 
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American Telephone 


& Telegraph Co. 


The greatest utility of them all 


A complete discussion 
of this company from 
the investor’s stand- 
point showing the 


present possibilities. 


Copies to investors on request. 


Mc DONNELL & (o. 


120 BROADWAY 
NEW YORK 


Members New York Stock 
Exchange 
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Odd Lots 


enable the investor of mod- 
erate means to purchase less 
than 100 shares of good listed 


securities. 


A leading economist says this 
is ‘‘a very real and far-reach- 
ing service.’ 

We specialize in ODD LOT 


investments — clearly explained 
in a booklet sent on request. 


ASK FOR MW 


GisHoim & GHAPMAN 


Members New York Stock Exchange 
52 Broadway, New York City 
Telephone BOWling Green 6500 











without interruption since issuance in 
1899. They are listed on the New York 
Stock Exchange, where present quota- 
tions are in the neighborhood of 84, 
yielding about 6.20%. The bonds are 
exceptionally well protected by assets 
and earning power. They are unques- 
tionably out of line, being sentimental- 
ly depressed by the B. R. T. receiver- 
ship, but as soon as the receivership is 
definitely removed the Brooklyn Union 
Elevated 5s should record a substan- 
tial market appreciation. 


Other Industrial Issues 


The farmers were among the first to 
feel the full effects of the readjustment 
period that commenced its ravages over 
the closing months of 1920. Prices of 
farm products fell off at a rapid rate 
and in many instances the individual farm- 
er not only failed to make a profit on 
his crops but his receipts even fell below 
his expenses. One leading economist 
gave out an estimate about a year ago 
that the purchasing power of our farmer 
population had been reduced by about six 
billion dollars owing to the drastic de- 
clines that had taken place in farm prod- 
ucts. As a result, many farmers found 
themselves deep in debt and unable to 
pay for fertilizer, seed, equipment, and 
other items that they had purchased on 
credit. 

Fertilizers 


Consequently, those industries directly 
dependent in selling their products to the 
farmers suffered very severely. The 
chemical fertilizer industry was one that 
was especially hard hit as it was not only 
unable to make new sales but it found 
itself unable to collect a large portion of 
its accounts receivable. 

The fertilization of farm lands, how- 
ever, cannot be put off indefinitely. It 
is, so to speak, cumulative, and where it 
is neglected one year the next succeeding 
year calls for double the quantity or the 
lands will not come up to their full state 
of productivity. 


Virginia-Carolina Chemical Co. 


Virginia Carolina Chemical Company 
was dealt a severe blow. For the fiscal 
year ended May 31, 1921, operations re- 
sulted in a deficit of over $13,000,000, and 
after all charges the reduction of surplus 
amounted to $18,784,000. For the fiscal 
year to May 31, 1922, however, net in- 
come, before interest charges, amounted 
to $1,684,780. While these earnings were 
far frc:m being wholly satisfactory, the 
improvement over the preceding year is 
highly significant. Excepting for the 
fiscal year to May 31, 1921, the company 
has a long record of successful operation, 
dating from 1895, and there is every rea- 
son to expect satisfactory results from 
now on. 

The company has recently issued $22,- 
500,000 First Mortgage 25-Year 7% bonds 
and $12,500,000 15-Year 744% Convertible 
Bonds. The purpose of the two issues 
was to retire existing funded debt (two 
issues of which matured in 1923 and 
1924) and to provide additional working 
capital. Both issues have been listed on 


the New York Stock Exchange, where 
each is selling at the present time at 
about 98. 

The First Mortgage 7s may not be re- 
deemed under 107% up to June 1, 1932 
and thereafter at 105 to June 1, 1942, de- 
creasing 1% each year thereafter to ma- 
turity. The Convertible 7%s carry sub- 
scription warrants entitling the holder to 
purchase voting common stock at $35 per 
share at the rate of 2 6/7 shares for each 
$100 principal amount of bonds and after 
July 1, 1924, bonds (provided the  pur- 
chase option has not been exercised) are 
convertible into common stock at the rate 
of $35 per share. Both of these issues 
offer attractive speculative investment 
opportunities at the present price. 





IMPORTANT DIVIDEND 
ANNOUNCEMENTS 








Am’t Stock 
Ann. Rate Declared Record 
$3 Amer Bk Note pfd.. Tic O 9-12 \ 
$6 Amer B Sugar pfd. $1.50 
$4 Amer Radiator com, $1.00 
$6 Amer Sm Sec pfd A $1 50 
5 Amer Sm Sec pid B $1. 
87 Beth Steel 7% pfd. $ 
$8 Beth Steel 8% pid. 
$5 Beth Steel c A & B. 
8% Brooklyn Edison... 2% 
$8 Burns Bros com A. $ 
Burns Bros com A. 5 
fiw Bros com B. 5 
“land El Ill pfd... 
Delaw: ure & Hudson * 
Deere & Co = Th 
§ Diz amond Match.. 
Elkhorn Coal pid.. ‘ 
Federal Lt & Tr pfd 
Gen Asph ¥ a. . 
Gen Cigar pfd..... 
Goodrich B pid... 
Hartmann Corp.. 
Illinois Central com 
Inland Steel... 
Inter Harvester "pid $ 
Lee Rub & Tire. 
Liggett & Myers c. 3% 
> Lig & Myersc B.. 3% 
2 Manhat Shirt com. 5 
Manhat S c (stk).. 2! 
Marland Oil. 
May Dept Stores. - $2 
Nat! Cloak & S pfd$ 
atl Enameling pid $ 
} Natl Lead com.... 
Natl Lead pid. coee 
NYChi&StL 1st pfd 
NYChi&StL 2nd p. 
Norfolk & W com.. 
%o North Amer Co com 
North Amer Co pfd. 
Penn Coal & C com 
® Penna Railroad...,. 
Phila Traction..... 
Piggly-Wig Sts c A 
Pitts Steel pfd.. 
6 Pitts & W Va pfd.. 
» Pitts Y & Ash pfd. 
Pressed Stl Car pfd 
» Ouaker Oats pfd... 
® Reading Ist pid.... 
Sharp Mig com.... 
$ Southern P Line... 
Standard M com... 
Standard M pfd... 
Standard Oil of Cal 
Standard Oil of Ind 
$16 Standard O of N Y$ 
8% Standard S Mfg c.. 
— Standard S Mig c..: 
8% Stern Bros pfd..... : 
10% Studebaker Corp e. 
— Studebaker Corp c.. 
$7 Studebaker Corp pf. $ 
8% Thompson-Star pid. 2 
10% Tampa Electric.... $2 
$10 Underwood T com. $ 
$7 Underwood T pfd.. 
$7 Union T Cc & pfd 
8% United C Sts con.. 2 
7% United C Sts pfd.. 
$2 United Rys & El c 
51% USCIPS& Fy pita % 
5% U S Steel com..... 
7% Van Raalte nfd. 136% 
$7 White J] G Eng pid 4, 
6% White T G nfd % 
$7 White J] G Mgt p. 317 
$1 Wright Aero Corp. 0c 


THE MAGAZINE OF WALL 


ee dy~pedhe 
= 833 
PROP ERLE DEY 


+ + es. 
QIs1.9.96 
AAs 


Bai 


IALRAARAROAR | 


1 a 
5 Ath 
ic AD Sew 
ce bet ee 
ty 
SwwqMs 


PAA 
Shot 
A 
po} 


LPESLPLELELEPDE PES 


re 


mone wns 
Ne Slt 


rT) 
Qs = 
<9 “2.5 2143 < 
SASSa 
to ae 
A et SUN et TNS 


5 unt ee bet bet ps BOD 


gte 
S 


a 


PA —-towAbvS 
; ) 
$ 


{QF 
PPLPLLELLPLPL HELPS PPS SLPS 


toto 
PELL 


LLPLPPPPLPPL PP SPSL 
tl hh eh tt St -—”" 
SAAD Det St Cr crtor 


| 





























a 
*AVERAGE-PRICE*OF*40 -BONDS* WY 
- ® 


SIUSTRINS Cities Service Co. 


2 PUDLIC UTILITIES , 
1 MUNICIPAL 6% Cumulative 


Preferred Stock 
Now Yielding 834% 


The large, well - managed 
public utility system of Cities 
«U-5- GOVT BOND: AVERAGES- Service Company, and its di- 
1921 <= 1922 inte versified oil interests which 

JFMAMJJASOND include drilling, piping, stor- 
ing, refining, transporting and 
100 marketing companies, com- 
WOW TALABL bine to establish the “degree 

of safety” so much sought for 
% by every careful investor. 








Net earnings of the public util- 
ities division for June, 1922, 
were larger than for any June 


AXABLE 
in the history of the Company. 

















Send for Circular PS-10 








MARKET STATISTICS Henry L. Doherty & Co. 


N.Y.Times oe 
N.Y.Times Dow, Jones Avgs. ——50 Stocks——~ Securities Department 
40 Bonds 20 Indus. 20 Rails High Low Sales 60 Wall Street New York 
lay 97.05 88.98 84.50 83.42 740,758 
day, August 1 31.2 96.25 88.35 84.38 82.99 680,575 
esday, August 2..... $1.39 96.51 88.46 83.92 82.84 561,162 
sday, August 3....... 81.45 96.81 88.65 83.97 83.09 575,095 : 
y, August 4 81.40 97.11 88.55 84.21 83.30 558,250 A R f L b 
aturday, August 5........ 8142 9703 89.18 8437 8378 — 261,550 eierence Library 
mday, August 7 97.37 89.79 85.14 83.98 562,151 ° 
lay, August 8 97.07 89.43 85.41 84.04 749,338 In One Volume 
esday, August 9 96.93 89.43 85.13 84.01 600,627 
sday, August 10 Js 96.51 89.00 85.06 83.96 567,085 “American and Foreign Stock Ex- 
y, August 11 EB 96.82 89.58 85.19 84 31 546,698 chates Practica 
day, August 12...... 5 89.32 97.06 85 27 84.54 282,925 Seent, enh Gent 
Trading, and the 
Business Corpora- 


«STOCK « MARKET+ AVERAGES way EERE tion Laws of All 


1919 4920 1924 Nations. 



































By 
W. J. GREENWOOD, 
Cc. P. A. 
D 25 RAILROADS Specialist in Foreign 
B 25 INDUSTRIALS Audits; _ of ue 
American Institute 
7 COMBINED tenn Accountants; Certified 
25 RR. & 25 INDUSTRIALS . Accountant (London); 
: Expert - Comptable 
Patente (Paris); Contador Publico. 
There is no other single book published 
that treats so thoroughly and compre- 
hensively the laws which govern finan- 
cial and commercial practices in every 
country on earth. It is a handbook for 
business men—not a legal treatise. Any 
one who buys or sells or invests out- 
side the confines of his own state has 
constant and urgent need of the infor- 
mation contained in this book. 1080 
pages bound in blue buckram. 
Price $10.00 postpaid. 
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Investment 


Securities 


RICHARDSON, 
HILL & CO. 


* Established 1870 


50 Congress Street 
Copley Plaza Hotel 
BOSTON, MASS. 


PORTLAND BANGOR NEW HAVEN 


Members New York, Boston and Chicago 
Stock Erchanges 




















PAIGE-DETROIT 
FORD OF CANADA 
COLUMBIA MOTORS 
REYNOLDS SPRING 
MURRAY COMMON 


These five stocks have been 
very carefully selected and 
analyzed. We believe them 
to be selling at prices to 
warrant their purchase. A 
complete history of each 
company mailed on request. 
Your ordets and inquiries 
solicited. 


Lee, Gustin & Company 


Members Detroit Stock Exchange 
Dime Bank Building 
Detroit 


“SWITCHING” INTO THE 
STRONG INDUSTRIES 
(Continued from page 597) 


since Feb., 1921, when it paid $1.50 in a 
year that was to close with a deficit oj 
22 millions. The year before it had 
paid $6 a share and earned some 4 
* While to some extent liberality was jus. 











fore seem advisable to take profits on 
Studebaker and either use them to re- 
duce costs on lines of stock held at a 
paper loss, or else re-invest the money 
obtained by the sale of Studebaker in an 
industry which has not seen its best sea- 
son, for the time being, as yet. 

American Car & Foundry would 
seem to fill the specifications in this re- 
spect. Whatever the strikers or the rail- 
road executives may say about it, the 
shopmen’s strike has certainly not done 
the equipment of the roads any good, and 
it is more likely than not that the re- 
pair business of the equipment companies, 
which alone is enough to pay dividends 
on American Car and Foundry common, 
will show an increase rather than a cur- 
tailment. 

Business booked by April, at the be- 
ginning of the new fiscal year, was sub- 
stantially higher than in the year before, 
much foreign business is being done, 
particularly with China and South Amer- 
ica, and the company has expanded into 
new lines of business, such as the manu- 
facture of talking machine cabinets, 
washing machines, and interior decorating 
work. All profits made on these lines 
of business may be regarded as “velvet,” 
as also profits accruing from the ex- 
pected great increase in railroad equip- 
ment buying once the roads are again in 
financial position to engage in it. 

The great point of attraction about 
American Car and Foundry is its rock- 
ribbed financial strength. It has a work- 
ing capital of $125 a share, of which 
cash and security holdings account for 
$103. Surplus amounts to $120 a share, 
apart from a fund of $10,800,000 set 
aside in 1919 to secure the 12% dividends 
on the common and which has not been 
touched through two years of depression. 
Book value amounts to $256 a share. 

The company has never issued a stock 
dividend and is most eminently in posi- 
tion to do so, though no definite rumors 
to this effect are known. Its earnings 
for the last three years have been re- 
spectively $14.94, 21.50 and 27.67, and this 
after its really great sources of profits 
during the war from shell contracts had 
stopped. 

On the basis of great promise for the 
future, remarkable financial strength, 
huge values behind the common and a 
demonstrated earning-power in peace and 
war, prosperity and depression, American 
Car and Foundry, paying $12 annually, 
looks cheap in the present market at 172, 
where it yields about 7%, roughly the 
same as Studebaker, with advantages in 
the stability of its business, banking po- 
sition, security of dividends, and outlook 
for greatly increased earnings in the im- 
mediate future which are greatly super- 
ior.—M. G. 


Goodrich Tire Into Cuban-American 
Sugar 


Goopricu TrrE common, selling at about 
37, pays no dividends and has paid none 


tified by the big boom-time earnings, jt 
was singularly ill-chosen as to time. 

Prevailing conditions in the tire 
dustry are not particularly pleasant; ¢: 
new cut in prices delays further the 
sumption of dividends on the comr 
The peculiar thing is that in the hi 
competitive tire market nobody is cutti 
down production to any noticeable 
tent. Goodrich has, in fact, increase: 
production faster in the last three mo 
than either Goodyear or Firesione 
nearest rivals at Akron. It is com 
ly believed that Goodrich is cutting pri 
even below the official cuts in an effort 
to get rid of its production, and that 
margin of profit is extremely slim. 

Ahead of the common, of no par val 
and of which 1% million shares are 
standing; are 20 millions of bonds, is 
a few weeks ago to refund notes, 
37 of preferred stock. The latter 
$7 and sells for 86, giving a yield of 
At this rate the common should y 
10%, or pay $4 a share, which is v 
it paid in its palmiest days except for 
the one year, 1920. 

While it is true that the company may 
pull out of its present mess and the tire 
industry of the country stop its present 
policy of cut-throat competition, the ‘act 
remains that the best part of the year is 
direcly behind the company instead of di- 
rectly in front of it; that its stocks oi 
crude rubber and finished tires, though 
we are assured they are kept small, ar 
declining in value every day, and that th 
stock for a non-dividend payer with 
slight hopes is selling too high. 

CuBAN-AMERICAN SuGar, selling around 
26, looks to us a more attractive proposi- 
tion in all respects. It is engaged in an 
industry which is making great progress 
and has all the statistical elements in its 
favor for an upward move. Sugar is 
scarce because of the great revival in 
foreign demand and the large domestic 
consumption in the first half of this year, 
running at the rate of 120 pounds a head, 
while the amount of sugar left to us for 
the rest of the year is at the rate of - 
odd pounds a head. This means that 
either our consumption will decline, or, 
what is more likely, prices will advance 
to the point where it will be profitable to 
bring in sugar from far-distant sources 
of supply or else rebuy the sugar which 
we have sold to European customer 

Even without any further increases in 
the price of raw sugar, Cuban companies 
are in a position to make considerable 
profits, not as big as in the great boom 
years, but still well above normal. Cuban- 
American in particular is so well m:n- 
aged that in proportion to capital in- 
vested it produces more sugar than al- 
most any other producer, and its earnings 
record has been of the very best; in 1°19 
it earned $68 a share on the old stock of 
$100 par value, and the next year, the 
stock having been changed to $10 ; ar 
value, it earned nearly $12 a share, of 
about $116 on the old stock. It has 9 
millions of bonds and 10 of preferred 
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cad of less than 8 of common, a sit- 
nm which lends itself to unusually 
earnings on the stock in times of 
erity, though it is true that in times 
lepression the top-heavy financial 
ture imposes a _ correspondingly 
er burden on the junior shares. 
the time being, however, the indus- 
facing a period of renewed pros- 
and Cuban-American, as a low- 
roducer and an active stock mar- 
e, should fully share in the benefits 
s movement. At its present price 
it has done relatively little to dis- 
its favorable prospects for the fu- 
nd its technical position is exceed- 
trong.—A. T. 


Rubber Into Baltimore & Ohio 


d States Rubber common stock, 
ent price of 59, appears unattrac- 
hen compared with many other se- 
In 1921 the company had a 
lisastrous year, showing a deficit 
lividends and reduction of inven- 
» market prices of over seventeen 
As of December 31, 1921, the 
¢ debt was thirty-six million. Al- 
1 the plants of the company have 
operating close to capacity a very 
report is not anticipated this year, 
ason being the recent price cuts in 
and another the big decline in the 
of crude rubber, of which this com- 
is a large producer. These unfavor- 
factors will undoubtedly prevent the 
iption of dividends on the common 
especially in view of the large 
ng debt. Anyone holding this stock, 
fore, should consider the advisability 
of switching into some other security 
with better immediate prospects. 
good switch is Baltimore & Ohio 
common, selling around the same price. 
This road has developed a remarkable 
earning power this year. Earnings for 
the first six months were at the annual 
rate of $15 a share on the common stock, 
allowing for seasonal variations in earn- 
ing Of course the effect of the coal 
strike may reduce the final figures some- 
what, but it is safe to say that the former 
dividend rate of $6 on the common will 
be covered with a substantial margin to 
spare. Before March 1, 1923, B. & O. 
must resume dividends at a rate of at 
least $4 a share on the common stock in 
order to keep its bonds legal for savings 
banis and trust companies, In view of 
the carnings the early establishment of 
$4 dividends seems practically assured. 
On a $ basis the stock should sell ma- 
terially higher, as it would be regarded 
in the light of a prospective $6 payer, 
which rate it maintained in the years 
1907-1914 inclusive.—F. L. K. 


United Drug Into Great Northern 


United Drug common stock, selling at 
about 80, looks high for a non-dividend 
paying security. The reason for this 
high price is the confidence of investors 
inthe future prosperity of the company. 
It operates a large number of Liggett’s- 
Riker-Hegeman drug stores in the United 
States and Canada and sells through 
these stores and numerous agents medi- 
cincs, toilet articles, rubber goods and 
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Livermore Says:— 


“In selecting securities it is only neces- 
sary for an investor to determine which in- 
dustries are in the strongest position, which 
are less strong and which are comparatively 
weak, very weak, etc. Just as I would avoid 
the weak industries and the weak stocks, so I 
would favor the strongest industries and the 
strongest stocks.” 


The business of the Richard D. Wyckoff Analytical Staff 
is to select the strongest stocks in the strongest industries. A 
staff of experts are constantly engaged in this task for the 
benefit of Associate Members; also they determine when and in 
what quantity purchases should be made, and how properly to 
distribute the risk. But there is still another side to the opera- 
tion, which is equally important, and that is, deciding when to 
close out these investments. 


It stands to reason that an organization of men of long 
experience who give their entire time and attention to the 
security markets can do this work for you as an individual 
investor, better than you can do it for yourself. 


The service rendered by this Staff is available to those 
having the sum of $10,000 and upward. It can be obtained 


at a fraction of what you pay your bookkeeper. It is obtainable 
nowhere else. 


Write for particulars. 








“= COUPON —— 


THE RICHARD D. WYCKOFF ANALYTICAL STAFF 
42 Broadway, New York. 


What can your staff do for me? 

1 am interested in © Investments for a long pull or © trading or © both. 
(Mark the ones you are interested in.) 

My present security holdings and available capital totals approximately 


This is to be held in strictest confidence by you. 
1 understand there is no charge or obligation in sending this information. 


City and State 


Aug. 19 
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Chicago, 


Milwaukee 
nd 


St. Paul R. R. 


A Short Term Bond 
To Yield About 15% 
to Maturity, 1925 


We have prepared a 
4-page Illustrated Cir- 
cular showing present 
position of this great 
Railroad System. Cop- 
ies Free. Call, phone 
or write for 


Circular B-129 


F. A. Brewer 2 Co. 


(Member Chicago Stock Exchange] 
Suite 612-208 So. La Salle St 
CHICAGO 

















“Income’”’ 


Is the Real Object of 


Investment 


Investors who desire diversity in 
their investments for the sake of 
offsetting loss of income in one 
place by gain in another are in- 
vited to investigate our 


6% Beneficial Loan Society 
Debenture GOLD Bonds 


with Bonus of Profit Sharing Cer- 
tificates. 


This long term Bond—due Jan. |, 
1939—and NON-CALLABLE has 
the enviable record for the past 
6 years of having netted 


10% 


Full details explaining this in- 
vestment sent Free on receipt of 
coupon below propertly filled out. 





Clarence Hodson s (b 


ESTABLISHED 1893 == INC 
PECIALIZE INSOUND BONDS 
YIELDING ABOVE THE AVERAGE 


135 Broadway - New York 


Send me Descriptive Circular M-16 











druggists’ sundries which it manufactures. 
It has a well-rounded organization and 
up to 1921 was able to show a substan- 
tial earning power. There is every reason 
for believing that the company will show 
profitable operations in the future but at 
present price of 80 the stock appears to 
have already discounted a good deal of 
the anticipated better earnings. 

In 1921 United Drug reported a deficit, 
after paying dividends, of nearly four 
million, the poor showing being largely 
due to depreciation in inventory, and as 
a result the common dividend was passed 
in September. In order to carry its large 
inventory $14,800,000 89% bonds and 
notes were put out in 1921. For the 
first quarter of 1922 $0.23 was earned on 
the common stock. Better earnings are 
anticipated for the balance of the year, 
but as the company has sinking fund re- 
quirements of nearly $700,000 per annum 
to meet any immediate resumption of 
dividends is unlikely. 

While the stock undoubtedly has long 
pull possibilities it would seem advisable 
to switch into a dividend-paying security 
in view of the uncertainty as to how 
long dividends may be held up. A switch 
into Great Northern preferred at 88 is, 
therefore, recommended. This road has 
undoubtedly turned the corner as regarls 
earnings. Directors recently declared a 
semi-annual dividend of 3%4%, and with 
the outlook very encouraging for still bet- 
ter earnings the 7% dividend rate can 
now be regarded as reasonably secure. 
In the past Great Northern has sold at 
a higher price than United Drug stock 
ever reached and up to 1917 always 
maintained a level well above 110 a share, 
never failing to at least cross 125 each 
year. By making this switch an imme- 
diate return on the investment is se- 
cured and possibilities for appreciation in 
value of the principal appear to be greater 
than in the case of United Drug.—F. L. 





SUGAR OUTLOOK 
ENCOURAGING 
(Continued from page. 586) 











1922 has compared in this respect with 
the years immediately preceding: 
EXPORT OF REFINED SUGAR 

Year 

1916 

1917 

1918 .. 

1919 

1921 

1922 

Effect on Prices 
The record-breaking absorption within 

the United States, the heavy shipments of 
raw sugar from Cuba to European and 
other foreign countries (which amounted 
to July 29 to 1,067,517 long tons) and the 
larger export movement of refined from 
this country have worked together to con- 
vert a threatened heavy surplus of sugar 
to a possible shortage of supplies from 
the sources which ordinarily supply the 
American market, so that imports of full 
duty paying sugar from other countries 
are counted a possibility before the end 
of the year. This change in the outlook 
naturally has not been without its influ- 
ence upon the price of sugar itself and 


upon the market’s estimate of the value 
of sugar securities. The accompanying 
graph shows the steady upward movement 
of sugar prices since the beginning of the 
year which carried the duty paid price of 
raws from 3.36 cents a pound at the end 
of December to 5.485 cents on August 3 
This represented a rise in the New York 
cost and freight price of Cuban raws from 
1.75 cents to 3.875 cents or more than 100 
per cent. At the same time wholesak 
quotations for refined sugar rose from 
4.89 cents to 7.10 cents a pound. 

Considering that prices at the beginning 
of the year just about equalled the cost 
of production of the best located sugar 
companies .and were actually below the 
cost figures of the great majority of pro- 
ducers, the rise that has taken place in six 
months has changed the prospective show- 
ing of the sugar companies on their bal- 
ance sheets for the year from the antici- 
pated deficit to a comfortable and in the 
case of some companies a very handsome 
surplus. This has been reflected in a gen- 
eral advance in the current quotations for 
sugar stocks which in the case of the com- 
mon shares of some of the largest pro- 
ducing companies has amounted to 100 
per cent. 

Conclusion 


From the view-point of the investor a 
more important change in the sugar situa- 
tion even than the transformation that has 
taken place in the past six months is found 
in the outlook for next year and prob- 
ably for two or three seasons following 

Taking into account the stocks carried 
over on January 1 the world’s supply for 
1923 will be less by roundly 1,500,000 tons 
than available stocks for 1922. More than 
a million tons of this difference will be 
accounted for by Cuba while the beet- 
sugar crop of the United States is esti- 
mated at 300,000 tons below that of last 
year and the cane crops of Porto Rico 
and Santo Domingo are almost certain to 
be short as a result of drouth. The only 
quarter of the globe in which an increased 
production is anticipated is in Europe and 
that is estimated at 400,000 tons. The 
world’s sugar crop is still a million tons 
or.more below its normal average in 
the years just before the world war 
and with demand constantly increasing 
there is every reason to look forward 
to the ready absorption at profitable 
prices of all the sugar that can be pro- 
duced for the next several years to 
come. 





MONTGOMERY WARD — 
NATIONAL CLOAK 
& SUIT 
(Continued from page 602) 








ment in earnings and better outlook, a!- 
though it is not without possibilities 
as a long-pull speculation. 


NATIONAL CLOAK & SUIT 


National Coak & Suit Co. retails by 
mail, wearing apparel of almost every 
kind and description as well as merchan 
dise. Its business has shown a steady 
growth in sales every year since organ- 
izatien in 1914, with the exception o 
1921, showing a substantial increase ove: 
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the preceding year. The volume of busi- 
ness in the current year has been highly 
atisfactory and sales in the first quarter 
vere only slightly below the best quarter 
n record. In the years 1921 and 1920 
he company suffered a loss of nearly five 
illions, but additional money was raised 
y the issuance in 1920 of a five-million 
ite issue, due 1930, so that its working 
capital is unimpaired. Inventories are 
wn to a low figure and the financial 
sition is excellent at the present time, 
ith over two million cash on hand and 
bank loans. 
On the basis of present capitalization 
rnings of the company’s two best years, 
16 and 1917, were equivalent to $1l a 
ire on the $12,000,000 common stock 
standing, after deducting bond interest 
| preferred dividends. In view of the 
t that sales this year are running far 
head of the sales in 1916 and 1917 it 
quite likely that just as large profits 
ll be shown, although the margin of 
profit at the present time is smaller. 
Dividends on the preferred stock 
were maintained throughout the period 
of depression and in view of the sound 
financial condition and large business 
now being done it would appear that 
common dividends could be resumed in 
the near future. At present price of 
49 the common stock can be regarded 
as being very attractive from a long- 
range investment view-point. 





| 

THE BUSINESS SITUA- 
| TION AT A GLANCE 
(Continued from page 581) 








hand side of each large group. It is 
evident that not all influences exert pre- 
cisely the same importance on the general 
situation. Therefore each group should 
e rated differently according to the in- 
luence it exerts in the general scheme of 
things. It is, of course, patent that ob- 
jection may be raised as to the weight 
ziven to each factor. In general, how- 
ver, the scheme as outlined seems satis- 
actory. By multiplying the percentages 
f the constituent elements of each group 
the weighting factor we arrived at the 
tal number of points to which each 
roup is entitled. For example, multi- 
lying the total number of unfavorable 
oints in the group, money and interest, 
hich is equal to 105 by the weighting 
actor of this group, which is 30, the 
ital number of unfavorable points ap- 
licable to this group is 3,150 (see 
raph). Each group has been worked 
ut the same way. 
The grand total on the unfavorable 
side is 10,812%4, and on the favorable 
side, 21,1871%4. The percentage indicated 
y the unfavorable factors is 33.79% and 
y the favorable factors 66.21%. In 
ther words, the tendency in favor of 
etter business and higher security prices 
s about twice as strong as those oper- 
iting on the reverse side. In the writer’s 
stimation no clearer indication can be 
had that in general the tendency is up- 
ward, though to be sure this estimate will 
require modification as circumstances 
command. 
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LEADERSHIP 


Quality -Price -Service 


For over nine years 
Republic Trucks have 
established records 
in dependable, low- 
cost motorized 
transportation of 
freight and passengers. 


REPUBLIC TRUCK SALES CORPORATION 
ALMA, MICH. 


Republic has more trucks in use than any other exclusive truck manufacturer 








HE value of a tire is measured not by the price 

on the tag but by the quantity and quality of 
service built into the tire itself. 

Kellys have always given so much longer and so much 

better service that, even at higher prices than other tires, 


they offered greater value. 


Now, Kellys cost no more than other tires that have 
never borne the Kelly reputation and their quality is 
even higher than before. The Kelly tires of today are 
the finest tires we have ever built. They are not special 
tires made to meet the demand for lower prices but are 
full size—full weight—full number of plies—and will 


give greater mileage than ever. 


Just try one set of Kellys and you'll never 
go back to any other kind. 











Without 
Speculating— 


Can a man earn over !2 per cent on 
his holdings without speculating? 


If you are familiar with the Brookmire 
Economic Service, you know that he 
can and that thousands actually have. 
If you are not, the following should 


convince you. 


During 1921 the Investment Depart- 
ment of the Brookmire Economic Ser- 
vice recommended shifts in high-grade 
bonds, on which additional earnings, 
not considering any regular market 
appreciation, amounted to within a 
fraction of 8%, bringing total incomes 
up to 12% and 13% and over. 


Occasional shifts are necessary in all 
classes of bonds. When your holdings 
are listed with the Brookmire Service, 
you will not have to worry about 
watching opportune times, and you 
may be certain that suggested reinvest- 
ments are absolutely safe. 


Write today for free current Bulletins 
and Pamphlet MW. 


y —! 





bor ORsIMITE ACCURAVE TIMELY FORECASTS ON MARKET TRENDS 


BROOKMIRE 


ECONOMIC SERVICE INC 
15 Wese 45m Street New York 
iad 4 from tromome 








Stock Options 


Offer great money-making 
possibilities. No margin 
is required, as the risk is 
limited to their first cost. 


Investigate the advan- 
tages of this valuable 
method of stock trading. 
Circular W, describing 
their employment in place 
of stop orders; to supple- 
ment margin; their insur- 
ance value, and other im- 
portant features will be 
sent free upon request. 


Write us for quotations. 
We can always offer the 
most attractive contracts 
for either large amount of 
stock or odd lots. 


S.H. WILCOX Co 
PUTS ana CALLS 


Guaranteed by Members of the 
New York Stock Exchange 
66 BROADWAY NEW YORK 
Tel. Bowling Green 9803-4-5-6 





THE THREE LARGEST 
AMERICAN PAPER 
COMPANIES 
(Continued from page 599) 











Paper is dependent upon general pros- 
perity. 

Its products are used in a wide range 
of industries and hence its business is 
quick to feel the alternation of depression 
and recovery. For many years American 
Writing Paper, while not specializing in 
export trade, has done a good business 
abroad. In 1919, foreign business was 
particularly large with exports 300% in 
excess of 1918. This continued well into 
1920, but in 1921 fell down to very low 
levels and was not a factor of importance. 
During 1919 South American countries in 
particular were large purchasers of heavy 
grades of paper. 

Before 1914, Germany had the upper 
hand in South America but was displaced 
by American manufacturers during the 
war. Irrespective of Germany’s ability to 
resume her place as a factor in South 
America, the countries there are in no po- 
sition to buy largely of the products made 
by American Writing Paper. Further- 
more, it looks now as though recovery 
there would be slow and, inferentially at 
least, it may be said that foreign business 
is not likely to be a factor of immediate 
importance. 


Variations of Earnings 


For all the wide diversity of products 
and the recognized position of the com- 
pany to supply the needs of many different 
industries, American Writing Paper has 
not done well and has not been a profit- 
able enterprise to stockholders. For sev- 
eral years prior to the war earnings were 
neither consistent nor substantial. Per- 
haps the best way to emphasize that is to 
point out that at the present time there 
are 150% in dividends accrued upon the 
7% cumulative preferred stock. In fact, 
since organization in 1899 only 6% has 
been paid upon preferred stock. 

The prosperity occasioned by the war 
naturally was of decided benefit and 
484%% was earned upon the preferred 
stock in the five years 1916-1920, inclusive; 
but, as the table will show, even during 
that period there was not an even trend 
to operations. Net earnings jumped about 
erratically and did not conclusively show 
that the abnormal business conditions had 
given the senior stock a permanent boost 
on the way to an investment standing. 
Following the years of relatively good 
business there was a deficit of two million 
dollars in 1921. The culmination of bus- 
iness came really in November, 1920, 
when American Writing Paper had twen- 
ty-eight million pounds of paper on un- 
filled orders. Then came the slump, in- 
evitable cancellations, with the result that 
inventories were almost seven million dol- 
lars at the end of 1920. The following 
year, 1921, was a year of liquidation, re- 
adjustment and enforced economy, but 
there were some compensating results. As 
of December 31, 1921, inventories had 
been reduced to below four million dol- 


lars, current liabilities went down from 
four and one-haif millions to less tha: 
one and one-half. While working capita 
at the end of 1921 was approximately tw: 
millions less than at the end of 1920, th 
smaller total really represented a sounde 
and cleaner position. 


Current Business 


Soon after the beginning of the cur 
rent year business began to improve an 
mills were operating at 80% of capacit 
at the end of the first quarter compare 
with 60% for the corresponding perio 
of 1921. The improvement in the volum: 
of business was commensurate with th 
general recovery which took place in mos 
of the industrial lines and in a way wa 
recognition of the direct influence whic! 
general industrial conditions have upo: 
American Writing Paper’s position. Th 
company, however, in the past year and ; 
a half has undergone a drastic period o 
business readjustment, and while the roa 
to improvement is Opening up it is per 
haps too early to state definitely that th 
company is entirely in the clear. Bon 
interest is probably being earned but ther 
is no information as to whether or not 
current operations are large enough to 
show any measurable surplus for the pre- 
ferred shares. 

It seems to have been the case that in 
the past American Writing Paper was too 
loosely put together. The combination of 
mills was not compact enough, not tight- 
ly enough woven. There was also too 
large a proportion of overhead expense 
to the volume of business done. In 1919, 
however, the management undertook to 
tighten up, to bring down overhead, to 
increase efficiency of operation, and other- 
wise to map out a program designed to 
get the best results from the business 
done. The depression of last year speeded 
up that program. It does seem, however, 
that the company has not made the most 
of its possibilities. It commands from 
25 to 30% of the total output in its field 
and in point of size is the leader. But 
standing out is the fact that only during 
the time of abnormal business was it pos- 
sible for the corporation to exhibit any 
encouraging results. 


Question of Readjustment 


During the 1919-1920 period it was 
thought that there might be some attempt 
to formulate a plan of financial readjust- 
ment which would provide for the ac- 
cumulated dividends upon the preferred 
stock. The business depression destroyed 
these hopes and in face of the readjust- 
ment period which still continues it does 
not seem plausible to assume that the 
management will soon think of financial 
reorganization. The amount of preferred 
stock outstanding is twelve million and 
one-half and the amount of dividends 
owed is approximately eighteen million 
and three-quarters. The present amount 
of bonds outstanding is less than ten mil- 
lions. Thus, the funded debt, the 
amount of preferred stock and the 
amount of dividends owned thereon to- 
tal over forty million dollars. The net 
sound value of the twenty-six mills and 
other physical equipment as of December 
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31, 1921, was fourteen million seven hun- 

dred thousand dollars. This is simply 

res] estate assets and does not include 
i-will, current assets or profit-and-loss 
lus. 


Conclusion 


e present funded debt of nine million 
hundred and ninety-three thousand 
rs is represented by an issue of first 
vage 6% bonds due 1939. These 
s are an absolute first mortgage on 
e property. They are well secured. 
g the last ten years the bond inter- 
is been earned every year except 
that is, interest figured on the pres- 
isis. These bonds are now selling 
rice where the direct income return 

They are not in the ranks of the 
rade issues but are a good business 
investment. 

Preferred stock is in an outright 
speculative position but has some pos- 
sibil:ties, inasmuch as the business im- 
provement is continuing. It is also 
likely that when the general recovery 
gets to the point where operations are 
in full swing there will be renewed dis- 
cussion of the accumulated dividends. 

The nine millions and one-half com- 
mon stock is in an unfavorable posi- 
tion. Judged by the earning record 
there is too much ahead of the junior 
shares, and in addition to the outstand- 
ing bonds and preferred there is the 
matter of the accumulated dividends on 
the senior stock. In short, the common 
stock does not look particularly attrac- 
tive from any angle. 


UNION BAG & PAPER CORPO- 
RATION 


Shares Appear Attractive 


Union Bag & Paper is officially declared 
e the largest maker of paper boxes 
he United States and able easily to 

upply double the output of its nearest 

ympetitor. Naturally in a business of 
kind and size the question of raw ma- 
| supply is primary and ownership of 
nber lands is as important as it is to 
company like International Paper with 
reat bulk of newsprint output. Union 
jae & Paper owns the St. Maurice Paper 

‘ompany which is located in Canada and 
h owns some two thousand square 
s of timber limits. Union Bag & 
r owns five hundred square miles 
the total holdings assure at least a 
v-year supply of pulp wood. This 
not mean that Union Bag & Paper is 
ious to the open market for pulp 

ood, for the company when it can advan- 
uusly do so purchases the raw mate- 
and in that way further extends the 
of its own timber reserves. 


Earnings—Past and Present 


its present form Union Bag & Paper 

was incorporated in 1916 and the earnings 
ecord from 1917 to 1920, inclusive, is 
than satisfactory. Naturally the 

and conditions during that period 
unusually propitious to large earn- 
There was the general change in 
isiness during 1921 although the com- 
y was able to conduct its operations 
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What Methods do youuse in selecting Securities? 


Securities may be a purchase now—some of 
them—or it may be advisable to hold off 
awhile; better, even, to sell what you hold. 


How do you decide which Stocks to buy or sell? 


The chances are, you are too busy with your 
own affairs to devote yourself to thorough study 
of the investment situation and the technical 
position of the stock market. And you 
haven't the facilities, even had you the time, 
to make a thor ugh inquiry into general 
business conditions, into the financial posi- 
tions of several hundred corporations, into 
the banking situation, the coal, textile and 
rail labor controversies—the thousand and 
one other factors of market importance. 


The Investment and Business Service 


Is the recognized guide and authority for the man of 
moderate means. It is a cold-blooded analysis of all 
the factors that enter into the investment and trading 
situations and the advices are clear and definite. They 
not only lead to trading profits but show you how to 
obtain a higher investment yield. Test the service. 


The Investment and Business Service consists of : 
3.—The technical position for trad- 
ers showing what to do with 
100 stocks or more. 
2.—An eight-page service report is- 4.—A brief but thorough survey of 
sued every Tuesday. the various fields of industry. 
5.—THE INVESTMENT INDICATOR, which has no dupli- 
cate anywhere. In tabular jorm it shows the position 
of 75 to 100 stocks and tells the investor exactly what 
to do, whether to buy, sell, hold your stock or wait. 
6.—Without additional charge a 7.—Recommendations of profit pos- 
summary of about 50 words, sibilities in bonds. 
sent to you by night letter col- 8.—A special wire or letter when 
lect—optional with you. any important change impends. 


SPECIAL THREE MONTHS’ TEST $30 


The cost of the Investment and Business Service is but $100 per year. 
We shall allow you, however, to test it for three months at $30. 
MAIL COUPON TODAY 


With your subscription, you may send us the list of your securities, on 
which we will render our opinion, without extra charge. 


1.—Prompt replies to inquiries 
regarding any security—or the 
standing of your broker. 


The Investment and Business Service of 
THE MAGAZINE OF WALL STREET, 
42 Broadway, New York City. 

Gentlemen: Enclosed find my check 
for otNe ' for your Investment and 
Business Service, to be sent me once a 


4 an entire year /; . 
week for } or three months } beginning 
with the next issue. 


Address 
Wire service wanted—yes(] 


Aug. 19. 

















This Book Will 
Help You Place Your 
Money Safely 


“How to Select Safe Bonds” is a book of ex- 
ceptional interest. It is worth reading by all 
who have money to invest. It points the way 
to safe investing, and shows how to make 
sure of always getting interest and principal 
promptly when due. 

Thirty-seven years of service without loss to a 
customer—a service not only to the individual in- 
vestor, but tothe great insurance companies as well 
—such is the experience out of which this booklet 
is offered to you. 

Send for it now. Mail the coupon. “How to Select 
Safe Bonds” will come to you by return mail. 

CUT OUT THIS COUPON 


« GEORGE M. FORMAN & COMPANY 

' 105 West Monroe St., Chicago 

I Please send me a free copy of “‘How to Selec. Saf 
§ Bonds.’’ 


GEORGE M. FORMAN & COMPANY 
Established 1885 
105 West Monroe St. 
Chicago 


GOLD * 37 Years Without Loss 


to a Customer 








BONDS 
10% COMPOUNDED 
0 Semi-Annually 


on investments in monthly payments or 
lump sums; Safety; Real Estate Secur- 
ity; Tax Exempt; State Supervision. 
Send for Details. 


Okmulgee Building & Loan Ass’n 


Okmulgee Oklahoma 

















THOMAS C. PERKINS 
Constructive Barking 
30 State St., Boston, Mass. 


Underwritings and 
Reorganizations 











Send for our new booklet, “Invest- 
ment Budget Plan.” This contains 
charts of great interest to bond 
buyers. 


JOEL STOCKARD & CO. 
Main Floor Penobscot Bldg., Detroit 

















Put your Records in 


during the year at seventy-five per cent 
of normal output. Manufacturing profits, 
however, owing to unstable operating and 
price conditions were small, so that net 
earnings were less than three per cent 
upon outstanding stock. The curtailment 
in net profits caused the company to re- 
duce the dividend rate from eight to six 
per cent. Information concerning current 
earnings is rather scarce, but in the first 
quarter of the current year income avail- 
able for interest and taxes was at the rate 
of about one and a half million dollars 
annually. This would indicate roughly 
that the stock in the first three months of 
the year earned at the annual rate of be- 
tween seven and eight per cent before 
Federal taxes. Without any definite fig- 
ures to prove the statement, it would 
seem not illogical to infer that earnings 
in the second quarter of the year were 
continued at a relatively satisfactory rate 
and that, therefore, indications point to 
an earning power this year of a size large 
enough at least to cover the current divi- 
dend with some margin to spare. 

At the end of 1921 Union Bag & Paper 
had bills payable of two and a half million 
dollars, an item which had not appeared 
upon the balance sheet for several years 
previous to that date. Early this Spring 
the company took occasion to sell six and 
a half million first mortgage six per cent 
twenty-year bonds, and with the proceeds 
paid off the floating debt, retired an issue 
of two million first mortgage 5s which 
were not due until 1930, and also fur- 
nished additional working capital. As a 
result of this financing current assets were 
almost six million dollars and current lia- 
bilities about three-quarters of a million 
dollars, making assets more than seven 
and three-quarters times current liabilities 
and incidentally strengthening the finan- 
cial condition to an adequately safe point. 

While there are no details as to operat- 
ing conditions, it is known that the wage 
reduction put into effect in 1921 was de- 
signed to cut the payroll some five hun- 
dred thousand dollars annually. Early in 
1921 a second wage adjustment was made 
which resulted in a further annual pay- 
roll cut of over two hundred thousand 
dollars. The total of these wage reduc- 
tions is equivalent to between four and 
five per cent on the fifteen million dollars 
outstanding common stock. 


Conclusion 


The six and a half million first mort- 
gage 6s due 1942, sold early this Spring, 
are well protected by the value of physical 
property and by earning power. In addi- 
tion, the position of the bonds is further 
protected by provisions restricting the 
declaration of cash dividends unless assets 
shall exceed liabilities by certain specified 
amounts. The bonds appear to be a good 
investment security, although they are not 
very active. They were originally offered 
at ninety-seven and a half. 

The common stock is usually inac- 
tive and is not a stock to purchase for 
a quick turn and, ordinarily, is not a 
practicable stock in which to trade on 
any scale. The six per cent dividend 
seems reasonably well secured, and the 
shares are attractive at their current 
share sare attractive for investment at 
their current price of 60. 





TRADE TENDENCIES 
(Continued from page 618) 





but the movement has not been as rapid 
as in other years. Output of passenger 
cars and trucks for the month of July 
will probably run a little over 200,000 ve 
hicles which compares with the recor 
total of 288,000 cars produced in June 

Buying is still reported in sufficien 
volume to maintain operations at the 
tories near capacity and indications 
that production schedules will not suf 
sharp reduction much before Septen 
With the slowing down of demand, 
motor companies are catching up with de 
liveries which fell far behind during 
period of peak sales. Many concerns ar 
still one or two months behind order 
certain models. 

Barring unexpected complications 
account of the coal and rail strikes, manu- 
facturers anticipate business for the t 
quarter will run about three-fourths 
that for the second three months of 
year. Automobile makers generally we: 
well informed with respect to the serious- 
ness of the coal strike and are adequately 
supplied with reserve stocks of coal 
consequence. A possible source of diffi 








AUTOMOBILE PRICE 
COMPARISONS 


Record Record 


High Low 
Studebaker— 

Light “6"’.......$1,485 $975 
ie 985 
Chandler 1,295 
Chevrolet 490 
Pierce Arrow 5,000 


Pres- 




















culty, however, lies in the steel situation 
Since the steel mills must take their 
chances with other industries in the mat- 
ter of securing fuel supplies under the 
Interstate Commerce Commission's priori- 
ty rulings, there is the serious possibility 
that sharp restriction of steel-mill output 
will cut off the motor industry’s supply of 
raw material. 

With the passing of the season of most 
active demand, practically every important 
maker with the exception of Ford has 
reduced prices within the past few weeks 
Many companies have undoubtedly been 
compelled by competition to meet the re- 
ductions of fellow producers and the gen- 
eral scale of prices is now at the lowest 
point since 1916 and in some cases quo- 
tations are even lower than in that year 
Whether buying will be greatly influenced 
by these reductions cannot be foreseen 
while the industry is still in the unsettled 
state. A significant feature of recent cuts 
has been the relatively heavier reductions 
in closed car models which, it is hoped, 
will be in larger demand. 

The outbreak of a price-cutting war is 
not expected to develop as a result of low- 
ering quotations at this time. Profits of 
the motor industry must, of necessity, be 
smaller in the second half year as a re- 
sult of lighter output and reduced selling 
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prices, but the stronger companies should 
ntinue to earn satisfactory profits. 





STEEL 








Production Suffers 


he outlook for the steel industry re- 
ns clouded by continuation of the coal 
ke, now in its fifth month. Operations 
slowly being lowered as the struggle 
naintain output against declining sup- 
s of fuel and raw materials becomes 
reasingly unequal. Buying is adverse- 
ffected, since consumers are unwilling 
nter new commitments in the face of 
ertain deliveries and prices. Purchas- 
are, furthermore, having their own 
ibles in maintaining production sched- 
against short supplies of fuel which 
s to the unwillingness to seek new stee! 
nage. 
Settlement of the coal strike cannot be 
ected to be followed by any immediate 
nge in the steel situation since fuel 
st first be supplied to the railroads and 
er interests on the priority list of the 
erstate Commerce Commission. A de- 
ne in output of pig iron and steel fig- 
s for the month of August may there- 
re be anticipated. 
Prices of steel products are very well 
\intained in spite of the present strained 
uation as producers steadfastly refuse 
depart from their established policy of 
eventing undue advances. Pig iron, on 
e other hand, is feeling the effect of 
arcity as the total of banked blast fur- 
ices steadily increases. Further adyances 
pig-iron quotations seem probable, as 
emand is rather heavy, but steel prices 
re likely to be held within narrow limits, 
ore especially since demand shows a dis- 
sition to await more settled conditions. 
With the immediate future of the steel 
dustry so closely related to develop- 
ents in the coal fields, it is apparent that 
y attempt to forecast the near future by 
end would be equivalent to guessing the 
itcome of the coal strike. This much 
pears certain, however, continuation of 
strike for an indefinite period would 
sult in serious reduction of operations 
the steel mills, while early ending of 
e difficulty should’ simply result in an 
celerated demand for tonnage when or- 
r is restored. 





METALS 











Copper in Strong Position 


The statistical position of the red metal 
is been steadily growing stronger as 
oduction has failed to come up to 
irlier expectations and consumption, ac- 
rding to June figures, is running 40 
illion pounds ahead of output. Buying 
© export continues in moderate volume 
while domestic demand remains steady. 
The copper industry has not been affected 
to any great extent by the mining and 
transportation strikes beyond a possible 
retardation in demand from consumers 
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who are unwilling to purchase while cur- 
rent uncertainties continue. 

The situation with respect to the labor 
supply at the mines is gradually improv- 
ing but production does not appear to 
be in any hurry to catch up with demand. 
Prices have recovered from the reaction 
of several weeks ago when quotations 
eased off to 1334 cents a pound after hay- 
ing moved rapidly forward to the 14- 
cent level under the stimulus of heavy 
buying. The price level has since been 
firmly maintained at the high mark and 
the persistency with which sellers hold 
to their quotations indicates confidence in 
the future. Considering the growing 
strength of the statistical position it is 
apparent that the foundation is being 
laid for a substantial advance in prices. 

Zinc is the feature of activity in the 
non-ferrous group. Shipments since the 
first of the year total 2,030,180 slabs, 
compared with 1,566,690 during the same 
period last year. Stocks of zinc were 
down to 20,000 tons, estimated, as of 
August 1, or less than a 20 days’ supply, 
and further reductions have undoubtedly 
occurred in the meantime. With pro- 
duction held down to a minimum the 
position of this metal has shown pro- 
gressive improvement since late last year 
and the movement of prices to new high 
ground well above six cents a pound is 
an acknowledgment of the strong position. 
tion. 

Lead is in active demand and pri¢es 
are firm. Visible supplies of tin de- 
creased 2,064 tons during July, leaving 
supplies in sight at 21,502 tons. 





RUBBER 








Tire Industry Unsettled 


There is very little doing in the crude 
rubber market and nothing to indicate 
any very material change in the situa- 
tion. Prices, which have been fluctuating 
within a narrow range for several weeks, 
lately developed some weakness, probably 
due to prospects for a lessened demand 
from the tire industry over the balance 
of the season. Attempts of producing 
interests to formulate plans for restric- 
tion of output and control of the indus- 
try have been uniformly fruitless. 

With production of crude rubber con- 
tinuously in excess of demand, stocks 
piling up and American manufacturers 
especially well supplied, the outlook is de- 
cidedly unpromising. Excepting those 
companies having large investments in 
rubber plantations, the unfavorable out- 
look for crude rubber is of no great 
concern to the tire companies, aside 
from the fact that an adequate supply 
of cheap raw materials is to their ad- 
vantage. 

The tire makers appear to be having 
their troubles in other directions, how- 
ever, as intense competition is again in 
full swing. Production has continued at 
a high rate and the July output from the 
Akron district broke all records for the 
industry. Daily production of 107,000 
tires compares with an output of 85,000 
casings some seven weeks ago. Sales 














Is Your Stock 
Trading Based on 
Science or Chance? 


When you place an order to 
buy or sell, do you ever stop 
to analyze your motive in se- 
lecting that particular stock? 


Was your selection based upon 
an item in a newspaper. or the 
advice of a friend who overheard 
the remark of a man “close to 
Morgan?” 


While no one can make 


a profit on every transaction, 
science, over a given period, will 
show a larger balance on the 


credit side than chance. 


As a subscriber to the Trend 
Letter Trading Service you would 
receive definite telegraphic ad- 
vices on from one to five stocks, 
the selection of which would be 
based upon a careful analysis of 
the market’s technical position, 
by experts, who are closely ob- 
serving the ticker tape. It is a 
form of service obtainable no- 
where else. 


If you have $2000 or 
over to use as a speculative 
fund, you should be among 
our subscribe s. 


The subscription price of $125 
for three months is less than a 
one-point profit on 50 shares per 
month—or less than $10 a week. 


Send in the coupon with your 
check and our advices will begin 
at once. 


meee ee COUPONS = = ee @ 


The Trend Letter Trading Service, 
42 Broadway, New York City. 


Gentlemen: 

Enclosed herewith find my check for 
$125, covering subscription to the Trend 
Letter Trading Service for three months, 
advices to begin at once, 


Address 
Aug. 19 




















PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER 


Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 











Steel Common 
Studebaker 

U. S. Rubber 
Baldwin 
General Asphalt 


American International 


I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid opportunities af- 
forded by Puts and Calls to rw ad- 
vantage of the fluctuations on small 
cash outlay. When trading with Puts and 
Calls your loss is at all times limited to 
the small amount id for them, while 
profits are unlimi or all that a rise 
or a decline in a stock rmits. Puts 

ed $2400.00 net prott 
net profit 
on each 100 share Put by June 20, 1921. 


OUT OF TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advant of the fluctuations with 
Puts and | as though Ba were 
in my office. can you. My private 
telegraph code enables you to do this. 
— for em M- gl it groies | 
cy operate. rice ist and a co) 
the abeve chart will be included. ” 





WM. H. HERBST 
Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 


20 Broad Street, New York City 
Tel. 1067 Rector Estab. since 1898 
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have not yet manifested a tendency to 
fall off, as is usual at this season of the 
year, but it is probable that manufactur- 
ing schedules will call for a slowing 
down before long. 

Despite the well sustained demand for 
tires, inventories have reached substantial 
totals. Price cuts have become general 
as one maker after another has fallen 
into line with new price lists to meet 
quotations of competitors and quotations 
are now at the lowest levels in years. 

The effect of lower quotations for 
their products and smaller volume of 
sales over the last half of the year is 
likely to be reflected in reduced margins 
of profits. The outlook for the tire 
companies generally seems uncertain in 
the light of present unsettlement and 
sharp competition. 





MACHINERY 








Future Prospects Good 


Second-hand machinery, which has 
been coming into the market during re- 
cent months in sufficient quantity to dis- 
turb the sale of new equipment, is now 
becoming scarce, as manufacturers are 
increasing operations and find it neces- 
sary to maintain their plant capacities 
under the renewed demand for their prod- 
ucts. 

Orders for machine tools are largely 
for single units, as they have been for a 
considerable period, but the aggregate 
volume of these purchases reaches a re- 
spectable total, and the continued inflow 
of inquiries is indicative of a large poten- 
tial demand, which must eventually be 
translated into actual business. The out- 
look for heavy machinery is slowly im- 
proving, and as industrial activity in- 
creases, the call for better plant facilities 
should be reflected in a more active mar- 
ket for this type. Meanwhile, the current 
demand is slow. 

Generally, equipment in the hands of 
dealers is moving into consumption at a 
fair rate and excess inventories are being 
converted into cash. The current activity 
in the steel and automobile industries is a 
considerable factor in the machine tool 
trade and breaking up of the textile 
strike should bring requests for equip- 
ment from this direction. The railroads 
have not been very aggressive in the shop 
equipment field, but orders for rolling 
stock show no present indication of fall- 
ing off. 

After the long period of restricted buy- 
ing in the agricultural regions, farm 
equipment has been very much run down 
and the farmers are now in urgent need 
of all kinds of new machinery. With the 
farmer receiving better prices for this 
year’s crops, his purchasing power should 
be greatly restored, so that the prospects 
for sales of farm implements are quite 
promising. Although the full force of 
this buying is more likely to be felt after 
harvest time, tractors are already in 
strong demand and the leading maker of 
low-priced machines is unable to keep up 
with orders. 





THE GRAVITY OF THE 
COAL SITUATION 


(Continued from page 587) 








checked until the supply fails. Unite 
States Shipping Board has eighty-five pe 
cent of its vessels equipped to use oil 
while the conversion of foreign vessel 
to oil since the close of war, has bee: 
phenomenal. 

However, the oil interests in the Unite: 
States have at the present time, 250,000, 
000 barrels of oil in storage. Figurin; 
that it takes four forty-two gallon bar 
rels of oil to perform. the same servic: 
as a ton of coal, we find in this oil ac 
cumulation at the moment, a substitut: 
for 62,500,000 tons of coal, or equivalent 
to the estimated surplus of bituminous i: 
this country when the miners laid dow: 
their tools. 

If the worst comes to worst, this oil 
surplus would see us through about ter 
or twelve wecks, in connection with ou: 
present output of bituminous from non 
union mines, if it were feasible and it 
sufficient equipment could be provided 
to burn it as needed. 

The change of equipment has been th¢ 
principal deterrent that has kept many 
homes and industries from changing 
over to oil. 


The Labor Situation 


In the present controversy over a re- 
adjustment of mine and railway labor, 
the union officials have outwitted coal 
and railroad executives in most every 
instance. It would appear from a review 
of the happenings of the past four and 
one-half months that the mine union of- 
ficials gave as much thought and prepara- 
tion to the present strike as Kaiser Wil- 
helm and his aides gave to the campaign 
for the world war. 

Nobody dreamed the Germans would 
invade Belgium. Coal men never 
dreamed the union would invade non- 
union fields in Pennsylvania and West 
Virginia that have always heretofore 
been adamant against union dictation, but 
they did. 

Notwithstanding all this, non-union 
production had grown from 3,500,000 tons 
per week, during the first month of the 
strike, to around 5,350,000 tons per week 
in June. If this increase had been main- 
tained up to the present time, the miners’ 
union would have been whipped. 

But the strike of the railway shopmen 
turned the tide in favor of the striking 
miners. 

Non-union miners in territory served 
by the Norfolk & Western, Chesapeake 
& Ohio, Virginian and Louisville & Nash- 
ville roads, kept increasing their output. 
Tonnage records were broken each week 
until July Ist, and then, whether by con- 
certed action on the part of the mine 
and railway unions or by the hands of 
fate alone, these roads found it impossible 
to supply empty cars to the mines in the 
quantities needed, and moreover, to move 
cars already loaded. As statistics show, 
these four roads, moving the great bulk 
of the non-union coal being produced, 
ceased overnight to function, and coal 
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KEEP POSTED 


The books, booklets, circulars and 
special letters listed below have been pre- 
pared with the utmost care by investment 
houses of the highest standing. They will 
be sent, free on request, direct from the 
issuing house. Ask for them by number. 

We urge our readers to take full 
advantage of this service. 

Address, Advertising Department, 

Magazine of Wall Street 


THE PROFIT POSSIBILITIES IN 

FOREIGN BONDS & EXCHANGE 
An illustrative 5-minute talk explain- 
ing the fundamentals which influence 
the course of foreign exchange rates 
and their bearing on the price of 
foreign securities. (205) 

MID-YEAR INVESTMENTS 


Listing a number of current public 
utility offerings yielding from 514 to 
8%, possessing an exceptional degree 
of stability. (206) 
A SURE ROAD TO FINANCIAL IN- 
DEPENDENCE 
An investment plan of a high-grade 
Bond house offering a safe, systematic, 
stimulating means of accumulating 
wealth and investment income. (207) 
HOW HENRY WILKINSON BECAME 
RICH! WHEN LUCY FAKRAR’S 
SHIP CAME IN! 


Two extremely interesting investment 
stories from real life that all income 
builders should read. (208) 
FORTYsYEARS WITHOUT LOSS TO 
ANY INVESTOR 
A booklet which briefly describes the 
first mortgage bonds, safeguarded 
under the Straus Plan, the nature of 
the safeguards, and the definite 
reasons underlying the record of this 
house. (217) 
THE GREENSHIELDS REVIEW 


A brief summary, based on authentic 
statistics of the current state of busi- 
ness in Canada. (218) 


NEW DESCRIPTIVE BOOKLET 
STANDARD OIL ISSUES 


Twentieth edition revised: to date, 

gives 1921 financial statements, divi- 

dend rates, price ranges 1914-1922, 

descriptions of properties, etc. (219) 
THE COTTON MARKET 


A résumé of the cotton market, and 
conditions in the cotton goods trade, 
giving all] statistics and trade outlook 
for these commodities. (220) 


AUGUST INVESTMENT SUGGES- 
TIONS 


A circular listing suggestions in 

bonds, preferred stocks and dividend- 

paying common stocks; also listing 

their ratings, issued by a New York 

Stock Exchange firm. (221) 
“THIRTY-SIX QUESTIONS FOR 
INVESTORS TO ASK OF THEM- 
SELVES” 


A series of tests to be applied to se- 


curities held or in contemplation. 
(222) 





production in consequence dropped ap- 
proximately two million tons per week. 

Was it conspiracy among the unions 
that these roads have suffered most, or 
was it just dumb luck? 

Last week’s report of production shows 
about 4,250,000 tons of coal mined, an 
improvement over the early weeks of 
July, but still some 1,200,000 tons short 
of the weekly record reached in June. 

The railroad executives of other more 
favored roads, saw nearly five weeks af- 
ter the trouble had occurred that the 
salvation of the country lay in keeping 
coal mined and moved. So they began 
sending workmen to help out these key 
coal-carrying roads. Will it be too late? 

Both the coal industry and the railroad 
industry lack in generalship. 

What is needed, for the coal industry 
particularly, is a generalissimo, an indus- 
trial Foch. 

Is there such a person? 

















DIVIDENDS 


GUANTANAMO SUGAR CDMPANY 
The Board of Directors has this day declared a divi 
dend of $2.00 per share on the Preferred Stock, Full 
Paid Subscription Receipts, for the quarter ending Sep- 
nber 30, 1922, payable September 30, 1922. two stock- 
iders of record at the close of business September 15, 
422. The transfer books will not be closed 

GEO. H. BUNKER, Treasurer. 

New York, August 8, 1922 
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Securities and Com- 
modities Analyzed 
in This Issue 


COMMODITIES 


INDUSTRIALS 


Studebaker 

American Car & Fdy... 
International Paper 
American Writing Paper... 
Westinghouse 
Allis-Chalmers 
Montgomery Ward 
National Cloak & Suit 
Goodrich Tire 


United Drug 
Union Bag & Paper 


BONDS 
Cuba Cane Sugar 8s 1930 
Cuba Cane Sugar 7s 1930.... 
N. Y. Central 6% Conv. Debs 1935. 
Brooklyn Union El. ist 5s 1950... 
Virginia - Carolina - Chem. Ist 7s 

1947 ; 

Virginia-Carolina-Chem. 7's 1937. 
Real Estate Mortgage Bonds 
New Security Offerings 


RAILROADS 
Chesapeake & Ohio 
Missouri Pacific 
Baltimore & Ohio 
Great Northern 


MINING 


Great Northern Ore 


PUBLIC UTILITIES 
Aanen. TER: B Tihs coccccsscceses 


OILS 


Sinclair Consolidated Oil Corp... . 





What $30 can Do 


We can offer an option on 20 
shares of Baldwin, Studebaker, 
General Asphalt, and other active 
New York Stock Exchange issues 
for 30 days close to the market 
for only $30. 


Loss Limited 
Profits Unlimited 
Write for circular M. W., which 


explains the many advantages of 
Puts and Calls to the trader. 


FERTIG & CO. 


PUTS and CALLS 


Guarantecd by New York Stock 
Exchange houses by indorsement. 


50 Broad St. New York 


Phone Broad 0290-1-2 

















STOCK MANUAL 


It contains over 250 pages of valuable 
condensed statistics and information 
relative to stocks and bonds listed on 
the leading exchanges in United 
States and Canada 


If you cannot call, send for Bookict M.W.-395 


WILSON & CHARDON 


Members Consolidated Stock Exch. of N. Y. 
62 Broadway New York 


Telephone Whitehall 1964 








$10-puts ano caLts-$10 


Do you know that it is possible for you 
to trade in Puts and Calls on any active 
stock such as Baldwin, Mexican Pete or 
Studebaker for as small a sum as $10 
with limited loss and unlimited profits? 
Explanatory Booklet and Current Quo- 
tation Sheet listing closest Puts and 
Calls sent FREE upon request. 


TUCHMANN Co. 


68 William Street New York 
Phone John 8149-8170-8171 








THE WEBSTER. 


Forty West Forty-Fifth Street, New York 
Next door to the llarvard Club 


ISITORS from out of town 
will find the Webster invit- 

ing and convenient. Especial 
attention will be given and mod- 
erate prices quoted. particularly 
for suites of two and three rooms. 
Joun P. Totson, Proprietor 











Lake Dunmore Hotel 
LAKE DUNMORE, VT. 


Third successful 
ownership management. 
beautiful spot in Vermont. 
cial rates to desirable 


Beautiful booklet sent free. 


season under 
Most 
Spe- 
guests. 
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If you now hold or contemplate 
the purchase of Bonds as a long 
swing investment by all meansread 


Babsonis 


REPORTS 


Barometer letter just off the press. 
It gives you the plain unbiased facts 
and shows you what’s coming. This 
information is of vital importance 
to every investor. 


Report on Request 


This Barometer Letter and Booklet—‘‘Getting 
the Most From Your Money” — is available for 
distribution to interested investors, gratis. 
Tear out the Memo—now—and hand it 
to your secretary when you dictate the 
morning’s mail. 


Bonds Up 
or Down? 





For Your Secretary 


Write Roger W. Babson, president of Babson's 
Organization, Welleclev Hille. 87, 


Statistical 
Mass., as follows: Please 
send me Bulletin HA57 
and booklet ‘Getting the 
Most from Your Money” 
—gratis. 
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Hmerican Banker 


NEW YORK 





OLDEST AND MOST WIDELY CIRCULATED 
Banking Journal in America 
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CLASSIFIED ADVERTISING 


The Magazine of Wall 
gateway to a_ tremendous 
very issue is read by 
35,780 Investors—34,454 Directors 
18,000 Executives—2,000 Brokers— 
9,000 Bank officials 
Our rates for classificd advertising are 
listed herewith: 
Situations wanted.......... 8c a 
Help or agents wanted....10c a 
Business services or op- 
portunities .............10c a 
Buy or sell wants.........10c a word 
All advertisers secking capital must 
furnish business and bank references. 
Six words to the agate line. No 
advertisements accepted for less than 


Street is a 
market. 


word 
word 


word 


3 lines. Forms close Monday pre- 
ceding date of issue. Published 
every other Saturday. Check or 


money order must accompany copy. 






























Mr. Manafzctarer:nd “consamer of Bitzminozs Cozl--- 


Own your mine and be assured of the quantity and 
qualiiy of your needs at production costs Fuel 


problems are being solved by leading industrials in * 


this manner. The mine operation can be acquired 
and low cost of fuel will pay for it I desire to 
combine some money, a thorough knowledge of 
mines and mining resuliing from twenty years of 
successful mine management, as an associate with 
a responsible industrial 

Address: Box 30, 

Magazine of Wall Street, 
42 Broadway, New York 
























At Your Desk 


Phone Privacy 


Now possible ny instantly snapping on the Hush-A-Phone. This new 

invention makes vour te ephone as private as & bout 

Keeps nolee off the wire vou ad vour party therefore hear clearly. 

Prevents distur! ance of others by Magazine 

of Wall “t. Sent on approval. Try it at our expense 

HUSH-A-PHONE CORP., 22 E. 17th St., N. Y. C. 
‘Phone Stuyvesant 5662. 


result efficiency. Used 
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| SINCLAIR CONSOLIDATED OIL CORPORATION 








the company was not held to be in an 


over-secure position. 


Trouble in 1921 


results scored by the Sinclair 
while enormous when con- 
suffered by comparison 
with the company’s capitalization. Thus, 
in the first year of the new company’s 
existence, gross earnings of nearly $77,- 
000,000 were produced, resulting in a bal- 
ance available for the shareholders of over 
$9,500,000 for the year. In the second 
year, the gross business was more than 
doubled—reaching in excess of 166 mil- 
lion dollars, and the balance for the share- 
holders rose to $17,795,000. These ad- 
mittedly immense earnings, however, be- 
came less impressive when figured out on 
a per-share basis, the company’s results 
in 1919 amounting to only $2.55 per share 
of common stock, and $4.74 in 1920. 

On top of this apparent inability to live 
up to its capitalization in two boom years, 
there came the terrific business slump in 
1921, which left Sinclair with a deficit of 
nearly $7,000,000, after depreciation and 
depletion charges. The sages were more 
than ever convinced of the doubtful na- 
ture of the undertaking. 


The 
organization, 
sidered alone, 


’ Recent Results 


Results achieved by the Sinclair Co. 
since the turn came in oil affairs, however, 
have served to dissipate doubts as to the 
management of the company, its policy 
and earning power. Recent months have 
not only witnessed the more than partial 
fulfillment of some of the most extensive 
Sinclair undertakings, but the corpora- 
tion’s earnings appear to have definitely 
turned the corner and its outlook may be 
characterized as excellent. 

Chief in the later developments has 
been the entrance of Standard Oil of In- 
diana into Sinclair affairs through the pur- 
chase of a half interest in the Chicago 
pipe-line system installed by Sinclair in 
the face of considerable criticism shortly 
after the company was formed. When 
present financing, relating to this develop- 
ment, is completed, the transaction will 
bring over $16,000,000 into the Sinclair 
organization. The Indiana Co. has also 
entered into an agreement with Sinclair 
relating to an important oil-purchase con- 
tract involving the Sinclair Crude Oil 
Purchasing Co., a subsidiary. These are 
the chief incidents marking Standard Oil 
interest in Sinclair affairs, and are held 
tc. reflect a growing relationship between 
the two organizations. 

Another important development has 
been the realization of a large sum from 
investments made in Mexican properties, 
which have demonstrated the Sinclair 
management to be one of the most saga- 
cious among the quasi-independents. 

Perhaps of chief importance has been 
the recovery in the company’s business 
results, indicating a really enormous in- 
crease in the balance to be shown for the 
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current year. In the first quarter of 1922 
earnings were returned at the rate of $18 
000,000 annually, as contrasting with earn 
ings of less than $11,000,000 for the ful 
year 1921, and the trend at the close o 


the quarter was toward  substantiall) 
higher figures. This development ha 
been recognized by the management o 


the company, which recently inaugurate: 
cash dividends on the common shares. 


Conclusion 


The conclusion reached from investiga 
tion of the Sinclair enterprise is that th 
immense corporation is rapidly 
into its stride, and in view of its 
resources and invaluable trade connection 
should be a large earner from now on 
There seems little likelihood that result 
will exceed common dividend require 
ments in the current year, and an increas 
ingly satisfactory balance should be avail 
able later on. 

Available in the stock market are the 
first lien collateral trust 7s, due 1937, 
ing at 99, to yield well over 7%. Thess 
bonds have an A-1 security 
terest requirements are amply 
and they are the best industrial issues now 
available at such a yield. 

Almost equally attractive is the com- 
pany’s preferred stock, which is an 8% 
cumulative issue, of which only a tiny 
amount is outstanding ($322,400) and is 
offered at par (100) in the present mar- 
ket. The speculative element is not pres- 
ent in any degree in this issue, and it ap- 
pears attractive as a business man’s invest- 
ment. 

The common stock, on a $2 annual 
basis, offers a yield of about 6.66% 
which is a reasonably good yield in 
view of the company’s possibilities, 
and now may be regarded as one of the 
most attractive of the lower-priced oil 
issues from a long-range view-point. 

An Interregnum in Our Banking 
« system 

President Harding’s failure. to name a 
Governor of the Federal Reserve Board 
leaves that body, ,for the first time, since 
its organization, without? a “titular * “head. 
The Vice-Governor may act on ordinary 
matters but there can be no decision 6f 
issues of large policy until the active exec- 
utive head of the organization is named. 
This is much to be regretted. True, the 
Federal Reserve System is now relatively 
inactive, so far as direct aid to the com- 
mercial banks of the country is concerned, 
yet there can be no certainty that it may 
not at any time be called upon for some 
unexpected and unusual service. It has, 
moreover, many urgent duties which could 
not be performed during the disturbed 
financial period that ended not long ago, 
and which call for less conspicuous but 
nevertheless active effort. The sooner the 
President ends the present uncertainty— 
and ends it wisely by naming an able man 
as governor—the better the financial and 
business world will be pleased. 
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|How Firm a Foundation! 


N its development as one of the largest inde- 
pendent oil concerns, The Pure Oil Company 
early foresaw the advantages of a well-rounded, 
self-contained, evenly-balanced organization, able 
to operate in all branches of the petroleum industry. 


“Pure Oil” facilities today include quantity com- 
mand of America’s highest-grade Crudes; refineries 
located at strategic points to serve the large 
consuming areas; pipe-lines and transportation 
equipment linking together storage plants and 
distributing units from Coast to Coast. 





Upon this firm foundation, the success of Pure Oil 
is built. Fluctuating crude prices make no real 
difference in its operations. The Pure Oil 
Company is in business to manufacture and market 
petroleum products of highest quality only. 


In the manufacture of Tiolene Motor Oils, The 
Pure Oil Company uses the world’s highest-grade 
crude—the famous Cabin Creek Crude which 
commands a premium over the market price of all 
other Pennsylvania crudes. ‘Tiolene is quality oil 
throughout and motorists all over the Country 
recognize its superiority. 


When you need high-grade petroleum products, 
specify ““Pure Oil’’ and be sure about the quality. 


THE PURE OIL COMPANY 


Producers Refiners Marketers 
74 BROADWAY, NEW YORK 
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With a Foreground of Ser- 
vice and a Background 

of Tradition 

“Service is an expression of the 


ideals of a hotel, dependent upon 
its management. 

‘‘Atmosphere is an expression of its 
caste, dependent upon its clientele. 


“‘We have given our guests ser- 
vice. Our guests have given us 
appreciation.” 


Copeland Townsend 
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